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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 Accounting and Finance in its audit service request, dated June 8, 2022.
We have applied these procedures to the attached schedules prepared by Florida City Gas in
support of its filing for rate relief in Docket No. 20220069-GU.

The report is intended only for internal Commission use.



Objectives and Procedures

General

Definitions

FCG/Utility refers to Florida City Gas.

FERC refers to the Federal Energy Regulatory Commission.

USOA refers to the FERC Uniform System of Accounts as adopted by Commission Rule 25-
7.014 — Records and Reports in General, Florida Administrative Code (F.A.C.).

Background

Florida City Gas filed a petition for a permanent rate increase on May 31, 2022, with a historical
test year ending December 31, 2021. In its Minimum Filing Requirements (MFRs), the Utility
submitted schedules, and we applied our procedures to these schedules.

Florida City Gas is a wholly-owned subsidiary of Florida Power and Light Company (FPL) and
FPL is a wholly owned subsidiary of NextEra Energy, Inc. (NextEra Energy), providing natural
gas distribution to approximately 116,000 customers in Florida’s Miami-Dade, Brevard, St.
Lucie, and Indian River counties.

The Utility was granted rate relief by Order No. PSC-2004-0128-PAA-GU, issued February 9,
2004, in Docket No. 20030569-GU, using a projected test year ending September 30, 2004. FCG
also filed a petition for a rate increase on October 20, 2017, with a historical test year ending
December 31, 2016, in Docket No. 20170179-GU. In that docket, a Joint Motion in support ofa
Stipulation and Settlement Agreement (SSA) between the parties was filed on March 12, 2018.
The SSA addressed all of the matters raised in the FCG rate case, and was approved by the
Commission in Order No. PSC-2018-0190-FOF-GU, issued April 20, 2018.



Rate Base

Utility Plant in Service

Objectives: The objectives were to determine whether: 1) Utility plant in service (UPIS) exists
and is owned by the utility, 2) Additions are authentic and recorded at original cost, 3) Proper
retirements were made when a replacement asset was put into service, 4) UPIS is properly
classified in compliance with the USOA, and 5) UPIS balances are properly stated based on
Commission adjustments in the prior rate case in Order No. PSC-2004-0128-PA-GU, dated
February 9, 2004. Additionally, the objective was to recalculate the 13-month average balance
for UPIS as of December 31, 2021.

Procedures: Our scope of audit for UPIS was limited. We requested plant addition and
retirement information since the last rate case in 2004. Audit staff was told by an FCG
representative, that consistent with the responses provided to interrogatories and productions of
documents responded to in this docket, FCG was providing plant addition starting from June 1,
2018, the effective date of FCG’s current base rates. We received a summary of plant additions
and retirements which were reduced by amounts recovered by cost recovery clauses since June 1,
2018, through December 31, 2021. We reconciled the 13-month average plant balances per the
MFRs to the general ledger for the test year, including the adjustments to Rate Base. We sampled
selected work orders for plant additions and retirements for the proper period, amount, and
general ledger account. We reviewed the Utility’s procedures for posting plant additions and
retirements. No exceptions were noted.

Construction Work in Progress:

Objectives: The objectives were to determine whether projects that are eligible"to accrue
allowances for funds used during construction (AFDUC) are excluded from rate base pursuant to
Commission Rule 25-7.0141, F.A.C. — Allowances for Funds Used During Construction.

Procedures: We verified that there was no AFDUC charged to any projects in the test year.

Accumulated Depreciation

Objectives: The objectives were to determine whether: 1) Accruals, retirements and adjustments
to accumulated depreciation (AD) are properly recorded in compliance with the USOA, 2) The
utility used the depreciation rates established in prior orders, and 3) Account balances are
properly stated based on Commission adjustments in the prior rate case. In addition, the objective
was to recalculate the 13-month average balance for AD as of December 31, 2021.

Procedures: We traced the accumulated depreciation amounts in the MFR’s to the Utility’s
books and records for the test year. We recalculated the 13-month average balance for UPIS. We
traced the depreciation rates to Commission Order No. PSC-2018-0190-FOF-GU, issued April
20, 2018. No exceptions were noted.



Working Capital

Objectives: The objectives were: 1) To verify whether the working capital (WC) calculation is
consistent with Commission practice, 2) To determine if any WC accounts are interest-bearing,
and if interest-bearing, to provide the corresponding interest revenue or expense, along with how
that interest expense or revenue was calculated, and it’s location in the MFR’s, and 3) To verify
that purchase gas over-recoveries are included in WC and that under-recoveries are excluded
from WC. '

Procedures: We reconciled the WC accounts to the general ledger. We determined if any WC
accounts were interest-bearing, and if so, was it consistent with Commission practice. We
verified if purchase gas over-recoveries were included in WC and that under-recoveries are
excluded from WC. No exceptions were noted.

Capital Structure

Objectives: The objectives were: 1) To determine whether the non-utility assets supported by
the Utility’s capital structure were removed in the rate base/capital structure reconciliation, 2)
The cost rates used in the computation of the cost of capital are appropriate, 3) The rate base
adjustments were adjusted in the capital structure, and 4) To reconcile the Utility book amounts
to the MFRs and the general ledger.

Procedures: We obtained the rate base/capital structure reconciliation and determined that the
non-utility adjustments removed in rate base were removed in the capital structure. Audit staff
traced the cost of capital cost rates for the historical base year to the debt documentation. We
obtained a reconciliation of the rate base adjustments in the capital structure and traced it to the
MFRs and to the general ledger. No exceptions were noted.

Net Operating Income

Operating Revenue

Objectives: The objectives were: 1) To verify that the revenues for the historical base year per
the Utility’s MFRs are representative of the Utility’s books and records, 2) To verify that all
classes of customer bills are calculated correctly and are in compliance with the tariffed rates, 3)
To verify that unbilled revenues are calculated properly, and 4) To verify compliance with
ordered adjustments.

Procedures: We reconciled the revenues reported on the MFRs to the General Ledger. We
requested samples of all classes of customer bills and the tariffs, including the applicable
competitive adjustment and swing charges. We recalculated all sample bills for accuracy and
compliance with tariffed rates. We reviewed the unbilled revenues calculation for accuracy. We
requested the Company to reconcile their differences between the revenue accounts per the
ledgers and the filings. No exceptions were noted.



Operation and Maintenance Expense

Objectives: The objectives were to determine whether 2021 operation and maintenance (O&M)
expenses are properly recorded in compliance with the USOA, adequately supported by
documentation, and recorded in the correct amount and period.

Procedures: We verified, based on judgmental samples of utility transactions, that the sample
transactions are adequately supported by source documentation, utility in nature, and do not
include non-utility items, and are recorded consistent with the USOA. We reviewed contracts
and allocations between the Utility and affiliates for compliance with Rule 25-6.1351 — Cost
Allocation and Affiliate Transactions, F.A.C. No exceptions were noted.

Taxes Other Than Income (TOTI)

Objectives: The objectives were to determine whether TOTI is properly recorded and supported
by adequate documentation.

Procedures: We verified, based on a sample of the Utility’s transactions for selected TOTI

accounts, that TOTI was adequately supported by source documentation. No exceptions were
noted.

Other:

Analvtical Review

Objective: The objective was to perform an analytical review of the Utility’s rate case filing
using prior annual reports filed with the Commission.

Procedures: Audit staff developed a three-year analytical review that compared the annual
percentage changes from 2019 to 2021, in all O&M and revenue accounts. No exceptions were
noted.

Affiliate Transactions

Objectives: The objectives were to review intercompany charges to and from divisions,
affiliated companies, and non-regulated operations, to determine if an appropriate amount of
costs were allocated pursuant to Commission Rules, and to determine the original amounts
allocated, whether the methodology was reasonable, and to check for accuracy and consistent
application.

Procedures: Audit staff reviewed the Utility’s policies and procedures relating to the recording
of affiliate transactions and the cost/allocation manual for the parent company, Florida Power
and Light, whose procedures are followed by FCG.
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Exhibit 1:

Exhibits

Revised (08/23/22) Rate Base

Schedule B-2 Rate Base - 13 Month Average Page 1 0of 1
Florida Public Service Commission Expianation: Provide a schedule Type Of Data Shoan:
calculating a 13-month Historic Base Year Data: 12/31/21
Company: Florida City Gas average rate base as Witness: Liz Fuentes
adjusted for the historic
Docket No.: 20220069-GU base year.
Average Adjusted
Line No. Utility Piant Per Books Adjustment Average
1 PLANT IN SERVICE $ 521622640 S (30.083.403) S 491,639,237
2 COMMON PLANT ALLOCATED . - -
3 ACQUISITION ADJUSTMENT 21.656.835 - 21,656,835
4 PROPERTY HELD FOR FUTURE USE - - .
5 CONSTRUCTION WORK IN PROGRESS 27,602,674 (3.658.086) 23,944,588
3 TOTAL PLANT S §70.882,149 S (33.741.489) S §37.140.660
DEDUCTIONS

7 ACCUM. DEPR. - UTILITY PLANT S 187.020.332 S (781.287) S 186.239.045
8 ACCUM. DEPR. - COMMON PLANT - - -
9 ACCUM. AMORT. - ACQ. ADJ. 12.031.576 - 12,031.576
10 ACCUM. DEPR. - LEASEHOLD IMPR. - - -
1" CUSTOMER ADV. FOR CONST. - - -
12 TOTAL DEDUCTIONS s 199.051.908 s (781.287) H 198.270.621
13 PLANT NET S 371.830.241 S (32.960.202) S 338.870.039

e

ALLOWANCE FOR WORKING CAPITAL.

14 BALANCE SHEET METHOD S 28,932,348 S (15.212,528) S 13,719.820
15 TOTAL RATE BASE s~ 400.762.589 s~ (48.172.730) s~ 352.589.859
16 NET OPERATING INCOME S 18.751.697 S (1.646.275) $ 17.105.422
17 RATE OF RETURN 4.68% 4.85%

——————a

P

Supporing Schedules: B-1, B-3, B4, B-5. 8-6. B-7. B-8. B-11. B-12, B-13. C-1

Recap Schedules:



Exhibit 2: Revised (08/23/22) Net Operating Income

Schedute C-1 Nel Opeoratng Income Poge tof |
Fionda Public Service Comnussion Explanaton Provide the calculahon of net opesating Type of Data Shown

Wcome pat books for the hrstore base year Historic Base Year Dato. 12:312021
Company Flonda City Gas and the paor year Histonc Base Yoor - 1 12731012020

Witness Liz Fuantes
Docket No 20220063 GU

Net Opexatmg income - Histone Base Yeat Ended 12:3172021

on 2) ) 12} ) ()

Por Year Current
Ended Histonc Base
Total Company Yoo Ended Company Junsdictional
Line Per Books Totai Company Adusted Revenue Amount
No. (Baso Yeor - 1) Per Books Adjusiments 2)+(3) Adjustment Proposed Rotes
1 OPERATING REVENUES $90.20:4.208 $10%.274.361 1$46,078.882) $63.105.470 wa na
2 OPERATING EXPENSES
3 OPERATION & MAINTENANCE £0.568.002 54,408,365 {30,001.038) 24407427
4 DEPRECIATION & AMORTIZATION (A) 15,868 820 23,053.124 (7.963,171) 15.089.953
5 TAXES OTHER THAN INCOME TAXES 8966 876 3,054 448 {6.025.64%) 3028803
8 GAINSLOSSES FROM DISPOSITION OF UTILITY PLANT 0 1113.767) o m3armn
7 INCOLIE TAXES
8 - FEDERAL 3,086 886G 3152020 (310423 2835407
a - STATE O] H7.068 (06.330) 280.739
10 DEFERRED INCOLIE TAXES
" - FEDERAL (1810 905) 22,080 . 23080
12 - STATE (32.6€0) 537.316 . 537316
13 INVESTMENT TAX CREDIT - NET - - . -
14 TOTAL OPERATING EXPENSES $7¢.743212 $00.522.664 (§33.432.007) $I6.000,656
15 OPERATING INCOME $13.521,086 $18751697 ~§ (1646275 $17.105422

NOTE
(A) HISTORIC BASE YEAR ENDED 12 31 2020 INCLUDES ($56,834) OF AMORTIZATION OF GAINS FROM DISPOSITION OF UTILITY PLANT

Supportng Schedues C-2, C-3,C-20.C-21 Récap Schedutes’



Exhibit 3: Revised (08/23/22) Capital Structure

Schwcde D-1 Cont of Cap20d - 13-10nth Averdge Page 1ol 2t
Florda Pudc Semoe Commaszon Explanaton. Provisy Pw company's 13 marth 3varage roconched Tyoe o Data Shown:
nscietonal ptal strucure and eo3t 3t or exch s Ha.Basa YR Laat Case. 1203016
Compary. Florda Cay Gas. of capital for the hstans biaso yor of the current cxce and 1hs. Base YR Currord Case: 1201729
T histone hate yedr of hesld yeor of e Lzt rate cne. \itnasx: Uz Fuantes
Dotk No @ 20220063 GU
L3t Rate Cxve - Historic Base Yer Ended 122172016 Prosant Raie Cxse - Hatone Bxve Yeur Ended 12312021
Cat R Wegherd Coxt Adagnots
Lro m (=] (3] [ 51 ©) Y] i3] (] {10) [\ 112) {0 (15
o Class of Copcty) Delors Rawo Raquasted ™ Amuurt Bocks. Specx Prorata tet Rato Cost Rate \Weigted Coct
A

1 COMLION EQUITY § 81957 na% 1125% 1019% 441% 400% $ 16558159 § - % (1829807 § WI2MS2 4% 1075% 44%
2 LONG TERM DEBT 76,165,906 ¥550% 475% 478% 169% 169% 100,055,235 {4.368.004) {10.574,193) 05113038 2.14% 360% 0aT%
3 SHORT TERM DEBT 13400467 62%% 1.99% 1995 9% 0.12% T8I8I.T6 - (BT06615 70.030.661 1988% oréN o15%
4 PREFERRED STOCK - 000 000% 000% o0or% 000% . . - . o0y o00% 000%
5 CUSTOLER DEPOSITS 390158 2% 21 2 oo Gos% 3.609.005 - BNY 32008 091% 21 003%
6 TAX CROTS - 0COST L] 000% 000% 000% 0.00% 000% . . . . 0.00% 0.00% 000%
7 TXCROTS - WID CST . oo 000 000% 000% o% . . . . oore oo [ {9
8 ACCUM DEFERRED

C TAXES -0 COST 36.891.75% 1719 000% [ 0% oco% 82,728,679 0 {5.826.535) %9074 12X0% 00 000%
9 OTHER { EXALAN) - oo 000 000 oo 0% - - - - 000% oo 200%
® ToTR 7 5] T THR 3 RIS § @AWY § (OEITN § WmRs . e s

+"Tho coal rake kor commn uQuety 1 the cOMDINY's propused 139,

NOTE: (A) FCG's Last rxta case (Dockot Mo 20470173 GU) rosued in Comvmaacn dppcoval of 3 assemont dpeemont  Thersiore, af cost reflacted. @A thed in Dockat Na. , exvect o the (0 19% ]

rabe thal was specitally 2chonzed 1 the setlemet agrevaend.
Supxtng Scedbes B1p2 Roc30 Sheddes A2






