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Puroose 

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 Economics in its audit service request dated January 14, 
2014. We have applied these procedures to the attached summary exhibit and to several related 
schedules prepared by Florida Division of Chesapeake Utilities Corporation in support of its 
2013 filing for the Gas Conservation Cost Recovery in Docket No. 140004-GU. 

This audit was performed following General Standards and Fieldwork Standards found in 
the AI CPA 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 

General 

Definition 

CUC/Utility refers to Florida Division of Chesapeake Utilities Corporation. 
GCCR refers to Gas Conservation Cost Recovery. 

Revenue 

Objectives: The objectives were to determine the actual therms sold for the period January 1, 
2013, through December 31, 2013, and whether the Utility applied the Commission approved gas 
conservation cost recovery factor to actual therm sales. 

Procedures: We computed revenues using the factors in Order No. 12-0612-FOF-EI, issued 
November 15, 2012 and actual therm sales from the Gross Margin Report and reconciled them to 
the general ledger and the GCCR filing. We selected a sample of residential and commercial 
customers' bills for the period and recalculated each to verify the use of the correct tariff rate. 
Finding No. 1 discusses our adjustment to the Utility's Conservation Revenue balance. 

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: We traced expenses in the filing to the general ledger. We judgmentally 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-10-551-PAA-EG, issued September 2, 2010. 
Advertising expenses were reviewed for compliance with Rule 25-17.015(5), Energy 
Conservation Cost Recovery, Florida Administrative Code. No exceptions were noted. 

True-up 

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

Procedures: We traced the December 31, 2012, True-Up Provision to the Commission Order. 
We recalculated the True-Up and Interest Provision amounts as of December 31,2013, using the 
Commission approved beginning balance as of December 31, 2012, the Non-Financial 
Commercial Paper rates, and the 2013 GCCR revenues and costs. Finding No. 1 discusses our 
adjustment to the Utility's Net True-Up recovery balance. 
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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 2013 to 2012 revenues and expenses. We requested explanations 
from the Utility for significant variances. Explanations provided were sufficient. No exceptions 
were noted. 
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Audit Findings 

Finding 1: Conservation Revenues 

Audit Analysis: The Utility's filing reflects Conservation Revenues of$625,820 for 2013. 

The Utility's Conservation Revenue balance is overstated by $15,700 based on the following. 

1. Staffs audit of the Utility's 2012 Conservation filing, in Docket No. 130004-GU, discovered 
that the Utility improperly booked $15,700 of incentive rebates as a debit to Revenues in 
2012. The error was not disclosed in staffs audit report because the net effect of reducing 
revenues and increasing expenses was zero and the change to the Total Net True-Up balance 
was immaterial for the Utility's 2012 filing. 

2. The Utility's 2013 general ledger includes prior period adjustments to its Conservation 
Revenue account and Conservation Expense account for $15,700, each, to correct the error 
discussed above. The Utility's 2013 Conservation filing includes the $15,700 (credit) prior 
period adjustment to revenues. The corresponding prior period adjustment to expense was 
properly removed for filing purposes. 

The Utility's adjustment should be removed because it overstates 2013 revenues. 

The effect of our adjustment on the Utility's 2013 True-up filing is calculated and displayed on 
Table 1. 

Effect on the General Ledger: None. 

Effect on the Filing: Decrease Conservation Revenues by $15,700 which would increase the 
Utility's Net True-Up amount by $15,704 to an under recovery of$96,514. 
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Table 1 

Calculation of Net True-Up Adjustment 
Sclledule CT-3, pg2 
Conservation Program I May-13 I Jun-13 I Jul-13 I Aug-13 I Sep-13 I Oc:t-13 I Nov-13 I Dec-13 Total 
Residential Conservation $0 $0 $0 $0 $0 $0 $0 $0 $0 

Adjustments 0 0 0 0 0 0 0 0 0 

Total Revenues (See June adjustment below) (46,453)1 (42,514)1 (42,375) (39,263) (37,529) (43,908) (47,855) (54,326) (610,120) 

Prior Period True-Up (2,981) (2,981) (2,981) (2,981) (2,981) (2,981) (2,981) (2,981) (35,777) 

Applicable Conservation Revenue (49,434) (45,495) (45,356) (42,244) (40,51 0) (46,889) (50,836) (57,307) (645,897) 

Conservation Expenses 79,423 53,405 58,709 54,452 67,798 81,144 45,544 49,982 742,412 

True-Up This Period 29,989 7,910 13,353 12,208 27,288 34,255 (5,292) (7,325) 96,515 

Interest Provision This Period (1) (0) I I 2 3 5 3 (3) 

True-Up & Interest Provision Beg Month (39,734) {6,765) 4,126 20,460 35,651 65,921 103,160 100,854 ,. (35,777) 

Deferred True-Up 0 0 0 0 0 0 0 0 0 

Prior True-Up Collected 2,981 2,981 2,981 2,981 2,981 2,981 2,981 2,981 35,777 

Total Net True-Up (Audit Calculation) ($6,765) $4,126 $20,460 $35,651 $65,921 $103,160 $100,854 $96,513 $96,514 

Total Net True-Up (Utilty Filing) (6,765) (11,575) 4,759 19,949 50,219 87,458 85,151 80,810 80,810 

!Audit Adjustment (No change in Jan-Apr 2013) $0 $15,700 $15,701 $15,702 $15,702 $15,703 $15,704 $15,704 $15,7041 

Sclledule CT-3, pg3 

Conservation Program I May-13 I Jun-13 I Jul-13 I Aug-13 I Sep-13 I Oc:t-13 I Nov-13 I Dec-13 Total 

Beginning True-Up ($39,734) ($6,765) $4,126 $20,460 $35,651 $65,921 $103,160 $100,854 ($35,777) 

Ending True-Up Before Interest (6,764) 4,126 20,460 35,649 65,920 103,157 100,849 96,510 96,510 

Total Beg & End True-Up (46,498) (2,639) 24,586 56,110 101,570 169,079 204,010 197,364 60,733 

Average Beg & End True-Up (23,249) (I ,320) 12,293 28,055 50,785 84,539 102,005 98,682 30,367 

Interest Rate (I st day of month) 0.09% 0.05% 0.08% 0.05% 0.05% 0.03% 0.06% 0.05% 

Interest Rate (Last day of month) 0.05% 0.08% 0.05% 0.05% 0.03% 0.06% 0.05% 0.03% 

Total (Ln5+Ln6) 0.14% 0.13% 0.13% 0.10% 0.08% 0.09% 0.11% 0.08% 

Average Interest Rate 0.07% 0.07% 0.07% 0.05% 0.04% 0.05% 0.06% 0.04% 

Monthly Average Interest Rate 0.006% 0.005% 0.005% 0.004% 0.003% 0.004% 0.005% 0.003% 

Interest Provision ($1) ($0) $1 $1 $2 $3 $5 $3 ($3) 

Audit Adjustment to June 2013 Per Utility Adjustment Per Audit 
Total Revenues ($58,214) $15,700 ($42,514) 
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Exhibits 

Exhibit 1: True Up 
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COW' ANY: H.OJUDA DIVISION Of CHESAPEAKE UllliTIES coru>ORA TlON 
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COUP~ FUmlnA DMSIO." OF CHESAPEAKE UTiliTIES COAPORAT!Ctt 

CAlCULATION OF TRtJE..U? AND lt.'TEAEST PROVISION 
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