HEHORANDUH
November 20, 1998

TO DIVISION OF RECORDS ANM REPORTING
FROM: DIVISION OF AUDITING AND FINANCIAL ANALYSIS (VANDIVER) U)\)

RE:  DOCKET NO. 980002-EC -- FLORIDA PUBLIC UTILITIES COMPANY
CONSERVATION AUDIT REPORT - SIX MONTHS ENDED MARCH 31, 1998
AUDIT CONTROL NO. 98-173-4-2

.............................................................................

The above-referenced audit report is forwarded. Audit exceptions document
deviations from the Uniform System of Accounts, Commission rule or order,
Staff Accounting Bulletin and generally accepted accounting principles. Audit
disclosures show information that may influence the decislon procers

The audit was prepared using a micro computer and has been recorded on one
diskette, The diskette may be reviewed using IBM compatible equipment and
LOTUS 1-2-3 sofcware. There are no confidential working papers assoclated
with this audict.

Please forward a complete copy of this audit report to:

Florida Public Utilities Company
John T. English

P. 0. Box 3395

West Palm Beach, FL 33402-3395

DNV/sp
Attachment
cc: Chairman Johnson
Commissioner Clark
Commissioner Deason
Commissioner Garcia
Commiessioner Jacobs
Mary Andrews Bane, Deputy Executive Director/Technlical
Legal Services
Division of Auditing and Financlal Analysis (Devlin/Causseaux/
File Folder)
Division of Electric and Gas (Colson)
Miami District Office (Welch)

Research and Regulatory Review (Harvey)
Offlce of Public Counsel
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FLORIDA PUBLIC SERVICE COMMISSION

DIVISION OF AUDITING AND FINANCIAL ANALYSIS
BUREAU OF AUDINTNG

Miami District Office

FLORIDA PUBLIC UTILITIES COMPANY
CONSERVATION CLAUSE
HISTORICAL SIX MONTH ENDED MARCH 31, 1998

DOCKET NO. 980002-EG
AUDIT CONTROL NO. 98-173-4-2
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DIVISION OF AUDITING AND FINANCIAL ANALYSIS
AUDITOR'S REPORT

OCTOBER 29, 1998
TO: FLORIDA PUBLIC SERVICE COMMISSION AND OTHER INTERESTED PARTIES

We have applied the procedures described in this report to audit the Conservation True-Up
schedules for the historical 6-month period ended March 31, 1998 for Florida Public Utilities
Company. These schedules were prepared by the utility as pant of its petition for conservation
recovery in Docket 980002-EG. There is no confidential information associated with this audit, and
there are no audit staff minority opinions.

This is an internal accounting report prepared afier performing a limited scope audit.
Accordingly, this document must not be relied upon for any purpose except to a: sist the Commission
staff in the performance of their duties. Substantial additional work would have to be performed to
satisfy generally accepted auditing standards and produce audited financial statements for public use.

In our opinion, the schedules referred to above present fairly, in all material respects, the
utility's books and records, maintained in conformity with the accounting practices prescribed by
the Florida Public Service Commission. The attached findings discuss all differences and other
matters which were noted during our examination.



SUMMARY OF SIGNIFICANT PROCEDURES

Our audit was performed by examining, on a test basis, certain transactions and account
balances which we believe are sufficient to base our opinion. Our examination did not entail a
complete review of all financial transactions of the company. Our more important audit procedures
are summarized below. The following definitions apply when used in this repont:

Scanned - The documents or accounts were read quickly looking for obvious errors.

Compiled - The exhibit amounts were reconciled with the general ledger, and accounts were
scanned for error or inconsistency.

Examined - The exhibit amounts were reconciled with the general ledger. The general ledger
account balances were traced to subsidiary ledgers, and selective analytical review procedures were
applied.

REVENUES: Revenues were recalculated by obtaining kilowatts sold from the revenue and
rate reports from the billing cycle. These were multiplied by the rates billed according to the
company rate deck. The rates were trace to the commission orders.

EXPENSES: Reviewed expenses for material amounts and changes from last period. Selected
material amounts to trace to invoices to determine applicability to the conservation program. Ads
were reviewed to determine applicability to the conservation program. Ads were reviewed to
determine compliance with Commission policy.

TRUE-UP: Recalculated the true-up and verified the beginning true-up to the orders and the
interest rates to the Wall Street Journal.




Audit Disclosure
Disclosure No.l

Subject: Promotional Mercha: dise

Statement of Fact: The company recorded promotional merchandise of $3,291.32 for business
card holders, golf balls, and 6 pack coolers for the good cents program in December, 1997 10
Marianna and Femandina Customer Assistance Expenses accounts. The promotional expenses were

allocated 1o Marianna and Fernandina as follows:

Marianna Fernandina
Account 114.4010.908 Account 115.4010,908 Total

Business Card Holders &
Golf balls $670.95 $670.95 $1.341.90
Business Card Holders &
Golf balls $670.95 £670.95 $1.341.90
6 Pack Coolers £151.88 S151.88 £303.76
6 Pack Coolers $151.88 $151.88 $303.76

£1,645.66 $1,645.66 £3,291.32

The promotional merchandise only contained the logo of the good cents program.

According to Commission Rule 25-17.015, "In determining whether an advertisement is *directly
related 1o an approved conservation program’, the Commission shall consider, but is not limited to,

whether the advertisement or advenising campaign:
. Identifies a specific problem;

2. States how to correct the problem; and

3. Provides direction concemning how to obtain help to alleviate the problem ™

Opinion:  Although the prometion merchandise contained the logo of the good cents program
and were conservation related, they did not meet the above criteria.  Therefore, $1,645.66 for
Marianna and $1,645.66 for Fernandina did not meet the rule requirements.



Recommendation:  In the future, promotional merchandise is advertising expense and should be
recorded in the company's Information and Instructional Advertise accounts 114 4010.909 and
115.4010.909 accordingly. The above expenses should be removed from this peniod
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STATE OF FLORIDA

Urvrssors omr Baeoimnms & B Pom i
Brase S Bavio

IHMEe R

(850) 4136770

Commussioners.

JuLia L. JouNsON, CHAIRMAN
1. TERRY DEASON

Susan F. CLARK

Jok GARCIA

E. LEos Jacons, Jr

Puilic Serbice Commission

November 25, 1998

John T. English, President & CEO
Florida Public Utilities Company

Post Office Box 3395

West Palm Beach, Florida 33402-3395

Re: Docket No. 980002 - EG - Florida Public Utilities Company
Audit Report - Conservation - Six Months Ended March 31, 1998
Audit Control # 98-173-4-2

Dear Mr. English:

The enclosed audit report is forwarded for your review. Any company response filed with
this office within ten (10) work days of the above case will be forwarded for consideration by the
staff analyst in the preparation of a recommendation for this case.

Thank you for your cooperation.
Sincerely,
&"-‘-ﬂ- é {
Blanca S. Bayo
BSB/abf
Enclosure
cc:  Division of Audit and Financial Analysis
Kenneth Hoffman, Esquire

CAPITAL CIRCLE OFFICE CENTER * 2540 SHUMARD OAK BOULEVARD * TALLANASSEE, FL 32399-0850

An AfMrmative Actioa/Egual Oppartusity Employer
Public Service Commission Website: wwwlseri net Imtermet E-muil: costscta pscataie Loy
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