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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION
COMMISSION STAFF
DIRECT TESTIMONY OF KATHY L. WELCH
DOCKET NO. 120001-EI
SEPTEMBER 28, 2012
Q. Please state your name and business address.
A. My name is Kathy L. Welch, and my business address is 3625 N.W. 82nd Ave., Suite
400, Miami, Florida, 33166.
Q. By whom are you presently employed and in what capacity?
A. I am employed by the Florida Public Service Commission as a Public Utilities
Supervisor in the Office of Auditing and Performance Analysis.
Q. How long have you been employed by the Commission?
A. I have been employed by the Florida Public Service Commission since June, 1979.
Q. Briefly review your educational and professional background.
A. I have a Bachelor of Business Administration degree with a major in accounting from
Florida Atlantic University and a Masters of Adult Education and Human Resource
Development from Florida International University. I have a Certified Public Manager
certificate from Florida State University. I am also a Certified Public Accountant licensed in
the State of Florida, and I am a member of the American and Florida Institutes of Certified
Public Accountants. I was hired as a Public Utilities Analyst I by the Florida Public Service
Commission in June of 1979. I was promoted to Public Utilities Supervisor on June 1, 2001.
Q. Please describe your current responsibilities.
A. Currently, I am a Public Utilities Supervisor with the responsibilities of administering
the District Office and reviewing work load and allocating resources to complete field work

and issue audit reports when due. I also supervise, plan, and conduct utility audits of manual
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and automated accounting systems for historical and forecasted data.

Q. Have you presented testimony before this Commission or any other regulatory
agency?
A. Yes. I have testified in several cases before the Florida Public Service Commission.

Exhibit KLW-1 lists these cases.

Q. What is the purpose of your testimony today?

A. The purpose of my testimony is to sponsor the staff audit report of Florida Public
Utilities Company (FPUC or Utility) which addresses the Utility’s filing in Docket No.
120001-EI Fuel Cost Recovery Clause. We issued an audit report in this docket on April 10,
2012. This audit report is filed with my testimony and is identified as Exhibit KLW-2.

Q. Was this audit prepared by you or under your direction?

A. Yes, it was prepared under my direction.

Q. Please describe the work you performed in this audit.

A. I have broken the audit work into the following categories.

Revenue

We reconciled the revenues in the ledger to the filing. We reconciled KWH usage to the
billing system reports and recalculated the rates charged using ledger revenue divided by
KWH usage and by testing individual bills and comparing them to the order rates.

Expense

We reconciled the expenses in the ledger to the filing. We traced the ledger detail to invoices.
We traced the rates used in the co-generation invoices to the contracts and reviewed the utility
testing of the invoices to the contracts. We verified the deduction of large use supplier

revenues from the cost of fuel. We traced miscellaneous costs to supporting documentation.
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True-up

We recalculated the true-up and interest provision amounts as of December 31, 2011 using the
Commission approved beginning balance as of December 31, 2010, the Commercial paper
rates, and the 2011 Fuel Revenues and Costs.

Q. Please review the audit findings in this audit report, Exhibit KLW-2.

A. There was one finding in this audit related to legal and outside professional work
included in the Utility’s fuel cost. Some legal invoices for the mid-course correction work
were charged to Fernandina Beach. The mid-course correction was only for Marianna.
Therefore $2,874 in charges made to Fernandina Beach should be transferred from Fernandina
Beach to Marianna with $4 of interest.

Q. Does that conclude your testimony?

A. Yes.
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History of Testimony
Provided by Kathy L. Welch

In re: Application for approval of rate increase in Lee County by Tamiami Village Utility,
Inc., Docket No. 910560-WS

In re: Application for transfer of territory served by Tamiami Village Utility, Inc. in Lee
County to North Fort Myers Utility, Inc., cancellation of Certificate No. 332-S and
amendment of Certificate 247-S: and for a limited proceeding to impose current rates,
charges, classifications, rules and regulations, and service availability policies, Docket No.
940963-SU

In re: Application for a rate increase by General Development Utilities, Inc. (Port Malabar
Division) in Brevard County, Docket No. 911030-WS

In re: Dade County Circuit Court referral of certain issues in Case No. 92-11654 (Transcall
America, Inc. d/b/a ATC Long Distance vs. Telecommunications Services, Inc., and
Telecommunications Services, Inc. vs. Transcall America, Inc. d/b/a ATC Long Distance)
that are within the Commission's jurisdiction, Docket No. 951232-TI

In re: Application for transfer of Certificates Nos. 404-W and 341-S in Orange County from
Econ Utilities Corporation to Wedgefield Utilities, Inc., Docket No. 960235-WS

In re: Application for increase in rates and service availability charges in Lee County by
Gulf Utility Company, Docket No. 960329-WS

In re: Fuel and purchased power cost recovery clause and generating performance incentive
factor, Docket No. 010001-EI

In_re: Application for staff-assisted rate case in Highlands County by The Woodlands of
Lake Placid, L.P., Docket No. 020010-WS

In re: Application for rate increase in Marion, Orange, Pasco, Pinellas, and Seminole
Counties by Utilities, Inc. of Florida, Docket No. 020071-WS

In re: Petition for rate increase by Florida Power & Light Company, Docket No. 050045-EI

In re: Petition for issuance of a storm recovery financing order, by Florida Power & Light
Company, Docket No. 060038-EI

In re: Application for increase in wastewater rates in Monroe County by K W Resort
Utilities Corp., Docket No. 070293-SU
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In re: Petition for rate increase by Florida Public Utilities Company, Docket No. 070304-EI

In re: Natural gas conservation cost recovery, Docket No. 080004-GU

In re: Nuclear cost recovery clause, Docket No. 080009-EI

In re: Petition for rate increase by Florida Public Utilities Company, Docket No. 080366-
GU

In re: Petition for increase in rates by Florida Power & Light Company, Docket No.
080677-El

In re: FPL rate case, Docket No. 080677-EI

In re: Natural Gas Conservation Cost Recovery Clause for Florida City Gas, Docket No.
090004-GU

In re: Nuclear cost recovery clause, Docket No.090009-EI, Florida Power & Light
Company, Nuclear Uprate

In re: Fuel and purchased power cost recovery clause with generating performance
incentive factor, Docket No. 100001-EI, Florida Power & Light Company, Hedging

In re: In re: Fuel and purchased power cost recovery clause with generating performance
incentive factor, Docket No. 100001-EI, Florida Public Utilities Company, Fuel

In re: Fuel and purchased power cost recovery clause with generating performance
incentive factor, Docket No. 110001-EI, Florida Power & Light Company, Hedging

In re: Nuclear cost recovery clause, Docket No.110009-EI, Florida Power & Light
Company, Nuclear Uprate

In re: Nuclear cost recovery clause, Docket No.110009-El, Florida Power & Light
Company, Nuclear Turkey Point 6 & 7

In re: Petition for increase in rates by Florida Power & Light Company, Docket No.
120015-EI
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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 Economic Regulation in its audit service request dated
January 17, 2012. We have applied these procedures to the attached schedules prepared by
Florida Public Utilities Company in support of its filing in Docket No. 120001-EIL

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

Revenue

Objectives: The objective of the audit was to verify that the revenue filing amounts agree with
the general ledger balances, that the kilowatt hours (KWH) sold agree with the utility records,
and the rates charged agree with Commission Orders PSC-10-0734-FOF-EI and PSC-11-0290-
FOF-EIL

Procedures: We reconciled the revenues in the ledger to the filing. We reconciled KWH usage
to the billing system reports and recalculated the rates charged using ledger revenue divided by
KWH usage and by testing individual bills and comparing them to the order rates.

Expense

Objectives: The objective of the audit was to verify that the filing expenses agree with the
general ledger balances and to determine if the amounts recorded as cost of fuel agree with the
supplier invoices.

Procedures: We reconciled the expenses in the ledger to the filing. We traced the ledger detail
to invoices. We traced the rates used in the co-generation invoices to the contracts and reviewed
the utility testing of the invoices to the contracts. We verified the deduction of large use supplier
revenues from the cost of fuel. We traced miscellaneous costs to supporting documentation.
Audit Finding 1 discusses miscellaneous fuel costs.

True-up

Objectives: The objective was to verify that the true-up and interest provision amount at
December 31, 2011 was properly calculated.

Procedures: We recalculated the true-up and interest provision amounts as of December 31,
2011 using the Commission approved beginning balance as of December 31, 2010, the
Commercial paper rates, and the 2011 Fuel Revenues and Costs.
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Audit Findings
Finding 1: Miscellaneous Fuel Costs
Audit Analysis: The Utility has included miscellaneous fuel costs as follows:
- Marianna Fernandina Total
Ashpaugh & Sculco CPA's $ 2,548 $ 2,548
Christensen Associates $ 69,375 | $ 116,511 | $ 185,886
Gunster, Yoakley & Stewart, P.A. $ 39,000 | § 16,4011 $ 55,401
$ 110,923 9 132,012 | § 243,835

The Ashpaugh & Sculco payment was to audit the Gulf Power Company contract.

Based on descriptions included with the invoices, we attempted to group the Christensen
invoices in to several different topics. The following summary shows the breakdown:

Marianna | Fernandina
Docket 100450 Time of Use Rates $ 18,349
Docket 110041 Mid-Course Correction $ 51,026
Renewable Energy Contract $ 103,057
S 60375183 103,057
Accrual for JEA contract work $ 13,454
$ 116,511

Based on the descriptions included with the invoices, we attempted to group the Gunster invoices
in to several different topics. The following summary shows the breakdown:

Marianna Fernandina
Docket 100450 Time of Use Rates $ 10,899
Docket 110001 Fuel Hearings $ 11,628
Docket 110001 Mid-Course Correction $ 21,7811 $ 2,874
Docket 110041 Gulf Power Amendment $ 4,568
Renewable Energy Contract $ 1,343
- $  37,247]% 15,845
Accruals $ 1,753 | § 556
$ 39,0001 § 16,401

Some Gunster invoices for the mid-course correction were charged to Fernandina Beach. The
mid-course correction was only for Marianna. The $2,874 in charges made to Fernandina Beach
should be transferred from Fernandina Beach to Marianna.

Commission Order 14546 in Docket No. 8500001-EI-B set forth criteria for recovery through the
fuel clause. It recognized that certain unanticipated costs may have been overlooked and
instructed the Utilities that seek to recover costs not included in the order to present testimony
justifying such recovery in the appropriate fuel adjustment hearing. The Utility has included a
discussion of these charges in its testimony.

A determination needs to be made whether these costs should be allowed to be included as fuel
related expenses.

Effect on the General Ledger: The $2,874 in costs should be transferred from the Fernandina
Beach true-up account to the Marianna true-up account with $4 of interest. Additional
adjustments may be needed if the other charges are not allowed.
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Effect on the Filing: The ending true-up for Marianna should be changed to an over-recovery of
$248,310 from the filed amount of $251,187. The ending true-up for Fernandina Beach should
be changed to an over-recovery of $3,512,492 from the filed amount of $3,509,614. Additional
adjustments may be needed if the other charges are not allowed.




Exhibit 1: Marianna Fuel Cost True-Up

CALCULATION OF PURCHASED

Exhibits

COMPANY
\TION OF TRUE-UP AND INTEREST PROVISION

POWER COSTS AND CALCULA
ESVIMATED FOR THE PERIOD: JANUARY 2011 - DECEMBER 2011
BASED ON TWELVE MONTHS ACTUAL

23.129” 2740'503 3?."7 |“ 32327.’75 34.937.001
91,000

91.000 91,000 91,000 91,000 91,000
82,080 60,408 60,710 60,003 61,024 60,588
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Grass Receipts Tax Refund [] [ 0 0 [ [] [ (] [ [ [ [
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True-wp (577.267)  (58,154) 517.203 443600 209,163  (31383) (33.828) (55.163)  (262,025; 688)  (41887) (444.323)
Ending True-up Amount Betore Imerest (58.088) 517,185 443410 200110  (31,3%96) (33.821)  (55,158) (282,012) (83678)  (41,504) (444308) 261,103
Totat and Ending True-up (835.355) 450001 0900613 652610 177767  (65204) (80,983) (317,175) (346,703} (125260) (485872) (183,130)
:"'"90 Trus-up (317.678) 220501 480,307 326,308 88,884 (32,602) (44.492) (158.568)  (172,652) (82.625) (242.9038)  (96.568)
versge Annual Rate 0.2500% 02250% 0.1850% 0.1750% 0.1600% 0.1400%  0.0050% 0.0550% 00660%  0.0900%  0.0800%
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Exhibit2: Fernandina Beach Fuel Cost True-Up

FLORIDA PUBLIC UTILITIES COMPANY
CALCULATION OF PUROHABED POWER COSTS AND CALCULATION OF TRUE-UP AND INTEREST PROVISION-EXCLUDING GSLD1

00

L1615 37,512,648 38,607,212

Schedute F1

CCA Purchases - KWH 470,648 633,616 135910 1,138,984 379,057 623,250 767,483 368,547 880, 328,857 433, . 6,042,000
JEA Purchases - «OWH 36,734,981 27,381,699 26,390,078 20,424,312 31,408,834 38,084,802 40,350,898 39, ms.m 33,624,400 26,375,820 24,334,789 26,149,146 380,143,581
System Biling Domand - KW 98,186 4,771 54,748 87,942 67,379 79,341 768,982 79,341 68,226 76,922 ©1,107 898,509
DEMAND-KW-(network laed) 122,222 83,728 74,797 87,873 3,738 100,660 108,513 108,002 002 04,205 85,234 74,248 79425 1.120,533
Purchiased Power Rates:
CCA Fusl Costs - SAOWH 0.05141 0.05141 0.05141 0.05141 0.05141 0.05141 0.05141 0.05141 0.05141 0.05141% 0.05141 0.05141
Base Fuol Costs - $ACWA 0.05084 0.05084 0.08064 0.05084 ©0.05084 0.05084 0. 0.08064 0.05064 0.050684 0.050684
Energy Charge - $AOWH 0.01857 0.01587 0.01557 0.01557 0.01557 0.01857 0.01557 0.01857 0.01857 0.01557 0.04557 0.01557
Demand and Noa-Fust:
Demand Charmpe - SKW 14.38 11.38 11.38 11.38 11.38 11.38 11.38 11.38 11.38 11.38 11.38 11.38
Oistsbution Facilitios Changs - $ 39,73600 39,736.00 3973600 3973600 39734.00 39,736.00 39,735.00 23973800 39,738.00 39,73800 39,738.00 29.736.00
Transmission Chage SACW 1.51000 1.51000 1.51000 1.51000 1.81000 1.51000 1.51000 1.51000 1.51000 1.51000 1.51000 1.51000
Punchased Powse Costs: CCA Fuel Cosis 24,196 433 6,988 58,554 19,533 42,323 18,047 50,860 16,912 22,263 29,424
JEA Baso Fue! Cosls 1,860,258 1,386,600 1,336303 1,490,048 1,590,543 1 927 449 2 048 365 2,020888 1 701,740 1,335,679 1,232,314 1, 324 192 19,250,488
JEA Fuel Adjustrnent 5719 410, 450 09 2.6 o 829 Y 410.6 78,803 142
Subiotal Fuet Costs 2458418 1 7 2,099,112 394 2 10& 2,061 2 1 1,763.255 1,633,470 1780758 255261
Oemand endt Non-Fusi Costs:  Demand Change 1,004,597 850,694 623,009 1,000,780 768,773 902,901 898,816 939,601 902,901 673,992 m 373 “5,3“ 10,225,034
Distribution Faclities Charg 30,736 30,738 39,7368 39,736 30.73¢ 39,738 39,736 39.730 39,738 39,736 476,832
Teansmission Cherge 184,555 341,529 112,943 141 ,2_4_ 153,998 &ﬁ 83,082 142,385 128,703 1 1_2_,i 14 1 19,032 1,692,001
Sutiotsl Demand & Non-Fuel Costs 1,318, L] 775688 1,17 1,094,833 1 14 419 12,393,867
Total Systemn Purchased Power Costs 3775308 2672534 3,179,641 3047162 38“0 3”2154 2 eaom 2,615,824 37,820,063
Less Diroct 88ing To GSLD1 Class: Domand 135,200 179,133 151,904 514,580 196,176 179,333 167,892 1 17,747 377.028 88,738 445,341 234,390 2.787 460
Commodity a1 3 380, 31 261,731 207,318 811 72,842 561,790
Net Purchased Power Costs 3221899 2,338,226 2085865 2,304,532 2535461 3203495 3,347, m 3,404,125 2777,808 2,203,228 1,949,741 2,100,582 31,570,813
Special Costs 383 1,128 1 33,583 25 1 973 18,8624 139,084
Tetsl Costs and Chagos 3,222287 2338779 2006317 2,307,067 2 869 3,221,017 33482 3.437.710 2,803,242 1,970.714 _2.125116 31,709,874
Salks « Puel
RS« 09623 09823 1.074.988 1,013,124 873,783 835,050 921,134 1,035,685 1,109967 1,118,744 1,097,379 970,405 773,012 872,329 11,695,568
RS> .1e22 10822 1,075,497 837,099 261,663 221,531 358,72 641,413 860,240 281 839,901 472,338 178,881 353.613 8,835,985
as 08728 00728 246,476 213,810 198,382 185.727 200.000 243,338 274,763 284,878 271,491 241,285 182,848 212,911 2,755,436
G3D 09320 08320 616,999 543,942 542,944 561,968 644,589 722,348 777,084 795,582 787,769 701,220 534,997 568,178 7.815,577
G8LD 09403 09493 207,610 191,397 186,468 193,677 196,733 224,356 214,878 211,484 225,491 196,028 166,740 207,918 2,424,780
oL 07153 07153 8,288 8,308 8,297 8,294 8,317 8,285 8,300 8.302 8.308 8,203 8318 8,573 99,891
sLesL o774 07174 8.607 8,613 8,608 8,607 6,607 5971 123) 11,337 5728 6,509 (1.366) 10,522 71,708
Undiled Fust Rovonues 913,488 913,488
Tolst Fuc) Revenves (Excl. GELD1) 3,236,473 2,614,891 2,078,145 2,012,854 2,338,108 2,881,363 3,245,119 3,364,265 3,236,087 2,596,168 1,643,428 3,165,532 32,612,433
GBLDT Fuol Revenues 00000 553 40T 534,308 444,099 875,109 511,701 453,532 462,626 399,478 584,340 312,450 710,952 507,232 6,349,250
Non-Fus! Revenuves 485 957 .9 B 8 X 1 891

Tots) Salss Revenus
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QS0
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GBLD1
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sLcsL
Tolal KWH Sales
Trusup Caleutstion fael ORUDNY
Fusi Revenues
Troe-up Provision - colsct{rosund)
Gross Receipts Tax Refund
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