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DIVISION OF REGULATORY COMPLIANCE AND CONSUMER ASSISTANCE 
AUDITOR’S REPORT 

July 3,2008 

TO: FLORIDA PUBLIC SERVICE COMMISSION AND OTHER INTERESTED 
PARTIES 

We have performed the procedures enumerated later in this report to meet the agreed 
upon objectives set forth by the Division of Economic Regulation in its audit service 
request. We have applied these procedures to the attached schedules, prepared by 
Florida Public Utilities Company, in support of its filing for conservation docket 080004- 
GU. 

This audit is performed following general standards and field work standards found in 
the AICPA Statements on Standards for Attestation Engagements. This report is based 
on agreed upon procedures which are only for internal Commission use. 
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OBJECTIVES AND PROCEDURES: 

Objective: The objective of the audit was to reconcile the schedules to each other and 
to the general ledger. 

Procedures: We prepared a trial balance using the general ledger and reconciled all 
conservation accounts to the filing. 

Objective: The objective was to verify that the true-up was calculated correctly. 

Procedures: We agreed the beginning true-up provision to the last order and 
workpapers. We prepared a recalculation using the filing and Commission approved 
interest rates. Audit finding four discusses the company use of the incorrect interest 
rates. 

Objective: The objective of the audit was to determine that the company has applied 
the approved conservation cost recovery factors to actual therm sales and properly 
calculated revenues. 

Procedures: Therms from the statistics report were multiplied by the ordered rates and 
compared to the ledger and filing. Differences were compared to billing corrections. 
Some bills were selected and recalculated to determine that the tariff rates were used. 

Objective: The objective of the audit was to determine that the actual energy 
conservation program expenses filed by the company agree with source documentation 
and meet the requirements of the programs. 

Procedures: We reconciled the tiling to the general ledger detail. We selected a 
sample of the vouchers recorded in the general ledger and traced them to source 
documentation. Audit finding one discusses the demo kitchen. Audit finding two 
discusses the car wrap. Audit finding three discusses entertainment and spouse 
expense. 

We verified that the incentives paid by voucher met the program guidelines 

We reconciled the payroll taxes on the payroll file to the support in the last audit. We 
reviewed the ledger to determine that all the corrections from the last audit were made. 
We reviewed the payroll file for new employees and obtained their job titles to determine 
if they were conservation employees. 
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AUDIT FINDING NO. 1 

SUBJECT: DEMO KITCHEN 

AUDIT ANALYSIS: An invoice p id to Relwo d Installation Corp in September 2007 
for $6,250 was for a demo kitchen. It was charged to account 121.4010.909 -West 
Palm Advertising expense. The kitchen is in the front of the gas appliance showroom in 
the West Palm Beach office building and appears to be part of the appliance sales 
display. 

According to the company strategy brief, "the Energy Star kitchen contributes to 
conservation by promoting efficient use of energy efficient appliances. The kitchen 
creates an educational environment to engage customers in exploring the various 
features of an appliance that make the appliance more energy and/or resource efficient. 
One of the major myths of energy efficiency is that energy efficient products sacrifice 
looks and performance to achieve efficiency. The high end look of the kitchen and 
appliances demonstrate that energy efficiency and style are not mutually exclusive." 

The kitchen also benefits appliance sales and may be more appropriately recorded 
below the line. 

EFFECT ON GENERAL LEDGER: This finding is reported for informational purposes. 

EFFECT ON FILING: This finding is reported for informational purposes. 
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AUDIT FINDING NO. 2 

SUBJECT: CAR WRAP 

AUDIT ANALYSIS: Florida Public Utilities paid $6,549.75 to Signs for Tomorrow for a 
car wrap around two Chevy Trucks used in the electric divisions. The wrap advertises 
the conservation programs. The invoice was charged 46% to gas and 54% to electric 
divisions. According to a company representative the costs should be 100% electric. 

EFFECT ON GENERAL LEDGER: The following entry should be made to the ledger 
but not included in next years filing costs: 

1 14.4010.909-Marianna Conservation Advertising $1,506.45 $ 
11 5.4010.909-Fernandina Conservation Advertising 1,506.44 

121.4010.909 West Palm Cons. Advertising 
123.401 0.909 Brevard Conservation Advertising 

1,506.45 
1,506.45 

EFFECT ON FILING: Gas costs should be decreased by $3,012.89 and interest of 
$1 12 for a total increase to the over-recovery of $3,125. 
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AUDIT FINDING NO. 3 

SUBJECT: ENTERTAINMENT AND SPOUSE EXPENSES 

AUDIT ANALYSIS: A company employee was reimbursed for expenses for a Builder 
Development Conference in Bonita Beach in May of 2007. The expense included 
entertainment costs of $1,011.96 for employees and a builder and his wife. These costs 
were charged to account 121.4010.907-West Palm Beach Supervision expenses. 

In June 2007, $1,875 was paid to the SGA Builders and Developers Conference for 
registration for spouses and an Eco Tour for both the spouses and the participants. 
One of the registrations paid was for a developer and his wife. 

According to the utility representative, “spouses of the builders and developers are 
invited and are encouraged to participate in all meetings, social events and educational 
seminars. The thought process behind inviting the spouses is based on the theory that 
if you convince the spouse, they too will encourage the use of natural gas and will want 
to attend future events. It is vital that the industry reach out to and educate the decision 
makers that will impact future expansion of natural gas.” 

“To balance out the networking and social interaction, FPU and other participating 
companies invite their spouses as well to attend and to assist with the marketing of 
natural gas and the conservation programs under which we provide incentives in the 
form of rebates and services.” 

EFFECT ON GENERAL LEDGER: This finding is reported for informational purposes. 

EFFECT ON FILING: This finding is reported for informational purposes. 
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AUDIT FINDING NO. 4 

SUBJECT: INTEREST RATES 

AUDIT ANALYSIS: Florida Public Utilities did not use the correct Wall Street Journal 
Interest Rates. This error resulted in an understatement of the over-recovery of $1,004. 
The attached schedule details the difference with the new rates. 

EFFECT ON GENERAL LEDGER: The true up account needs to be credited with the 
$1,004 of interest. 

EFFECT ON FILING: Interest expense should be decreased by $1,004. 
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JANUARY FEBRUARY MARCH 

5.270% 5.260% 5.260% 

5.280% 5.260% 5.260% 
10.530% 10.520% 10.520% 

5.265% 5.260% 5.260% 

0.439% 0.138% 0.438% 

JANUARY FEBRUARY MARCH 

-267.869 -266,849 -279,499 

-22.359 -22.359 -22,359 

.290,226 -269,208 -301,658 

91,710 119.118 194.559 

-196.518 -170,090 -107.299 

-1,584 -2,279 -2,799 

0 0 0 

0 0 

-286,309 446,032 -598,042 

0 0 0 

APRIL 

5.260% 

5.260% 

10.520% 

5 280% 

0.436% 

APRIL 

-224,468 

-22,359 

-246.827 

295,288 

18,442 

-2.842 

0 

0 

563,760 

0 

MAV 

5 260% 

5 260% 

10 520% 

5 260% 

0 438% 

MkY 

-186.362 

-22.359 

-206.721 

155.055 

-53.686 

-2,766 

0 

0 

515,621 

0 

JUNE 

5 264% 

5 280% 

10 540% 

5 270% 

0 439% 

JUNE 

-174988 

-22,359 

-197.345 

282.718 

85,373 

-2.516 

0 
0 

449 688 

0 

JULY 

5.280% 

5.240% 

10.320% 

5 260% 

0 438% 

JULY 

.153.697 

-22,359 

-176.058 

137.157 

.36.93% 

-2.424 

0 

0 

-544.782 

0 

AUGUST SEPTEMBER 

5240% 5620% 

5.620% 5.050% 

i O . E U %  10.670% 

5.430% 5335% 

0.453% 0.445% 

AUGUST SEPTEMBER 

-140.258 -131.577 

-22,359 -22.359 

-162.615 -153.936 

196.496 194.416 

35.863 *0.490 
-2.419 .2.119 

0 0 

0 0 

-583.788 -507.oM 

0 0 

OCTOBER NOVEMBER OECEMBER 

5.050% 4.720% 4.750% 

4720% 4750% 4.980% 

9.770% 9.470% 9730% 

4.865% 4.735% 4.865% 

0.407% 0.395% 0 405% 

OCTOBER NOVEMBER DECEMBER 

.158.351 -t81929 -217837 

-22.359 -22.359 -22,359 

-178,710 -24.258 -239,898 

254.227 176.034 150.852 

75.517 .26.254 -89,144 

-1.621 -t.397 -1.w 
0 0 D 

0 0 o 
447.243 -35C.889 -358,280 

0 0 0 

TOTAL 

-2.361 480 

~2m.308 

-2.M9.789 
2.248 573 

4M.216  

-26 137 

0 

0 

-268 305 

0 

22,359 22.359 22,359 22.359 22,359 22,359 22,359 22,359 22.359 22.359 22 359 22 359 288% 

446.032 -588,042 -663,760 -815.821 449.898 -644.762 -583.786 -501.984 -447,243 -350.889 -358,280 -426.653 ~426653 

45.778 -595 .W 582.878 514.706 648.632 -543.453 -562.480 -%.W -445.W -349.711 -357.153 4258% -425.6% 

.256 -5778 -a1 -1.115 -1,264 -1.329 -1.306 -1.m -1.397 .1.278 -1.121 -i.W, - 1  033 

-288,309 446,032 -596.042 -663.780 415.821 449.896 -544.762 -583.788 -547.984 417,241 -3M.889 -358.280 

d44.488 -593,763 580.962 512.979 647.128 -542,184 -581.362 -5M.Y 445.125 -34%357 Jy.881 -425,065 

.712,777 -1,039,784 -1,217,023 -1,296,780 -1.262.950 -1,192.081 -1.Icb.144 .1,089.330 - 9 U . W  -796.610 -707.872 .781.345 

-356.389 -519.897 -636,512 446.380 431,475 6%Q30 -553.072 -534,865 476.644 -XWOQ.30S -353,936 -391.673 

0.439% 0.438% 0.438% 0436% 0.436% 0438% 0.438% 0453% 0.445% 0.407% 0.395% 0 405% 

-1.584 -2,279 .2.799 -2.842 -2.768 -2.618 -2.424 -2,4111 -2,119 .1.621 - I  197 - 1  564 -26437  

.1.308 -1,957 -2,475 -2.628 -2,619 -2.553 -2.448 .2.362 -2.085 .l.741 -1.545 -1,712 -25.33 

-256 -322 -324 -214 -149 5 5  24 5 7  -34 t20 148 124 - 1  o(11 
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COYPWY: FLORIDA PUBUC UT lMES COMPANY 

ENERGY CONSERVATION ADJUSTHEM CALCUUTION OF TRUEUP AND INTEREST PROVISION 
SUUH*RY Of EXPEtISm BI PROGRAM BY WMH 

FOR MONTHS J a w r y 4 7  THROUGH k n b w 4 7  

SCHEDULE CTJ 
PAGE 1 OF I 

A. CONSERVATION EXPENSE 
JAHUIRV FEBRUIRV MARCH APRIL MAY JUNE JULY AUGUST SEPTEMBER OCTOBER NOVEMBER DECEMBER TOTAL BY PRMiRW 

1. FI1 H- Resldentld NWCmSbuction Pmgni 16,647 19.W 20,988 80.085 6.438 26.761 14.955 19,264 12.885 20.146 10,232 38,993 29O.495 
2. R e d ? m d U A p ~ a w  Replac"1 P q n m  13.706 16.685 67.492 98,305 18.W 105.83 43.101 84.087 26.285 63.151 38.979 23.288 658.712 
3. C o n y M I M  Educ.6.m P" 776 1.482 1.027 42216 476 2,067 2.718 3.160 

4,659 606 738 715 740 643 650 11.491 
707 50.771 

6 RaridentlaIApp4- R e "  P q n m  21,63(1 40.558 61.96S 26.385 25.321 45.767 28,652 33.762 38x64 88.150 79.582 39.m ~ ~ 1 , 7 5 3  
0 

(350) 1.493 372 59.915 12 

38.918 13. Residentla R-m h q a m  40 459 580 6T) (50) 16.464 17.861 
1,. Cr"m 34797 32.116 37,424 41.628 39,671 88.W 45.680 a0,770 43.617 50,637 43.924 a8.W 539,954 

185 2.m 639 208 57.544 
550 (=I Cea 477 m1 4. s p a  caMir*rl Pmg" 

5. ReXMUaI C - m h  .%?vkx P q m  447 1.1m 1.0~0 1.958 1.873 1.690 1 . 4 ~  9.773 27.452 

7. DMklC" 0 
10. c0"aa.l cm"at.m S d  Pmpnm 

659 2.545 

7% 7,294 4 . ~ 2 2  1.526 ?SO 6.217 1.149 6.- 30.829 

15. 
16. 
17. 
16. 
19. 
M 

21. TOTALAU PROGRAMS 91.710 119.116 194,559 29$269 155.055 282.716 137.117 188.498 14(.416 254.227 176,034 (50.852 2.248.573 

22 LESSANOUNTlNCLUOEO 
IN RATE WSE 

23. RECOVERABLE 
CONSERVATION UPENSES 91.710 (19.118 194,559 295.26% 155.055 282,116 131.111 198,498 164,416 254.227 176.034 l W S 2  2,249,573 



CMIp*IFT: FLORIDAPUBUC UTIUllESCOMPANY 

CALCUUTMN OF TRUEUP AND INEREST PROVISION 

FOR MONnlS h W 7  THROUGH DUmb.rO7 

SCHEDULE C T 4  
PAGE 2 OF 1 

0. CONSERVATION REVENUES 

1. RESIDEN~LCONSERVATION 

2. CONSERVATION AD,, REVENUES 

3. TOTAL REVENUES 

4. PRIOR PERIOD TRUESJP AD). NOT 
APPLICABLE TO THIS PERIOD 

5. CONSERVATION R M N U E  APPLICABLE 

6. CMISEWAnON EXPENSES (FROM CT-3 
PAGE 1. UNE 231 

7. 

8. INTEREST PROVISION THIS PERIOD 

TRUE-UP THIS PERIOD (LINE 5 -6 )  

(FROM CT-3. PAGE 3. LINE 10) 

9. TRUE-UP AN0 INTEREST PROVISION 
BEGINNING OF W T H  

SA DEFERRED TRUE-UP BEGINNING 
OF PERIOD 

in. PRIORTRUEUPCOLLECTED 
IREFUNDED1 

11. TOTAL NETTRUE.UP 
(LINES 7+8r%W.+10) 

JANUARY FEBRUARY MARCH *PRK MAY JUNE JULY AUGUST SEPTEMBER OCTOBER NOVEMBER DECEMBER TOTAL 

1267.8691 1288,8191 1279.4991 R24 .Wl  1188.3321 1174.8861 1iu.68~1 1ia0.2561 1131.5~11 ii%.%:) i i 8 ? . s m  1217.~371 ( 2 . ~ 8 1 . ~ ~  

1267.8691 (288,8491 R79.4991 N4.4681 1188.3621 1174.9881 (163.691) 1140.2561 (1315m 11%,351l (181,929) 1217.6371 12,281,4801 

91.710 119.118 194559 285.189 155,055 282,718 137.117 198.4% l(u.476 254227 <7S,W 150852 2,249,573 

(188.514 1170.0901 ~107.2891 48.442 153.6681 85.373 1%,9391 35.W 40,480 75.511 128,2541 189.1U) lUa.2181 

Ii.?n81 (1.9571 ( 2 . W  12.6281 12.8191 (2.5531 12.4481 (2.3621 (2.oeSl 11.7W 11.5481 11.7121 125,4341 

(268,3091 lU5.7761 (59s.4841 (882.8791 (614.7051 lM8.6321 1543,4631 (562.W 1506.6031 lu5.W) 1349.7llI 1357.fUI (2e.SBl 

144S.TP51 1595.4Ml 1882.8791 1614,7051 (818,8321 (543,4631 1562,4801 15oB.W I *.8181 049,7111 05 7.1531 14256501 1IW.gSoL 



C. lNTERESTPRoM8lON 

COMPANY: FLORIDA PUBLIC UTluTlES COMPANY 

CALCULATION OF lRUEUP AND INTEREST PROMMN 

FOR MONTHS J"W-W THROUGH w-bw07 

SCHEDULE CT.3 
PAGE 3 OF 3 

JANUARY FEBRUARV MARCH APRIL MAY JUNE JULY AUGUST SEWEMBER OCTOBER NWEMBER OECEYBER TOTAL 

2. ENDING TRUE-UP BEFORE INTEREST 
(LINES B7+B9+M+BlQ1 

5. INTEREST RATE - FIRST DAY OF 
REPORTING BUSINESS MONTH 4.M% 4.51% 4.53% 4.78% 49BX 501% 5.29% 5.36% 5.27% 5.26% 5.2% 5.252 

6 INTEREST RATE- flRST DAY OF 
SUBSEQUWW?ANESSMONW 451% 453% 478% 4oB% 501% 52% 5% 527% 52% 527% 525% 527% 

7. 

8. 

9. MONMLY AVERAGE INTERESTFXTE 

TOTAl (LINE CS L c6) 

AVO. INTEREST RATE (C-7 X 50x1 

8.81% O.M% 9.31% 9.71% 9.97% 10.3% IO,% lO.tu% 10.53% lo.%% 1 o . m  i 0 u x  

4.41% 4.52% 4bBX 4.87% 4.99% 5.15% 5.33% 5.32% %27% 527% 5% 5 . m  

0.377% 0.W% 0.-% 0.435% 0.42gx 0.444% 0.43% 0.43% 0.- O U B X  0 4 w  0.387% 


