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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 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 AICPA Statements on Standards for Attestation Engagements. Our report is based on
agreed-upon procedures. The report is intended only for internal Commission use.



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.



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 Ultility for significant variances. Explanations provided were sufficient. No exceptions
were noted.



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. Staff’s 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 staff’s 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.



Table 1
Calculation of Net True-Up Adjustment

Schedule CT-3, pg2

Conservation Program | May-13 | Jun-13 | Jul-13 | Aug-13 | Sep-13 | Oct-13 | Nov-13 | Dec-13 Total
Residential Conservation $0 $0 50 30 $0 $0 30 $0 $0
Adjustments 0 0 0 0 0 0 0 0 0
Total Revenues (See June adjustment below) (46,453) (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) (40,510) (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 (¢)) (0) 1 1 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
IAudit Adjustment (No change in Jan-Apr 2013) $o0 $15,700 $15,701 $15,702 $15,702 $15,703 $15,704 $15,704 $15,704
Schedule CT-3, pg3

Conservation Program | May-13 I Jun-13 | Jul-13 | Aug-13 I Sep-13 I Oct-13 I Nov-13 Dec-13 Total
Beginning True-Up (8$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) (1,320) 12,293 28,055 50,785 84,539 102,005 98,682 30,367
Interest Rate (1st 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 (31) (30) $1 $1 $2 $3 $5 $3 (3$3)
Audit Adjustment to June 2013 Per Utility Adjustment Per Audit

Total Revenues (8$58,214) $15,700 ($42,514)



Exhibits

Exhibit1: True Up

COMPANY: FLORIDA DIVISION OF CHESAPEAKE UTILITIES CORPORATION SCHEDULE CT-3
PAGE1OF3
ENERGY CONSERVATION ADJUSTMENT CALCULATION OF TRUE-UP ARD INTEREST PROVISION
SUMMARY OF EXPENSES BY PROGRAX BY ONTH
FOR MONTHS Januery-13  THROUGH December-13
A CONSERVATION EXPENSE
BY PROGRAM JANUARY  FEBRUARY HARCH APRIL HMAY JUNE JULY AUGUST SEPTEMBER  OCTOBER  ROVEMBER DECEMBER TOTAL
1. Residential Home Budder 21323 2224 £,192 7.183 21,948 4415 3,000 4650 3ce4 20818 2829 6,571 132,023
2. Rosidential Appli ! 2289 11,429 12,787 15,581 13,087 12,450 12284 11,943 8,450 8258 9178 10,024 133,219
3 Resi Propare Dl
4. Residential Vater Hogier Ratontion 9,014 30,448 3231 21,788 13,041 16.542 13,881 14,831 89851 13,338 8218 9321 169,492
5. NG Space Condéioaing Fos Ruz Homes 225 6 281
e, Gaz Spara Conddioning
7 Censervasen Ecucation 4335 447 7079 5,049 8,506 3514 4063 6,130 5217 7.4 4337 2,056 083,206
a CFG Cotnmon 21,237 14,040 15,124 16.543 19,490 14,134 572 12.031 13,140 27.197 7EN 18,661 213008
9 Conservayon Demonstratien a~d Dovelop. 5,972 2,980 £.440 3349 3,350 324% /323 2,350 2389 3349 3348 21,168
5 TOFAL ALL PROGRAVS 63,278 66,285 45,389 73,994 79,423 83,405 $8.700 84,452 67,798 81,144 45544 48882 742412
€. LESS AMOUNT INCLUCED
IN RATE BASE
7. RECOVERABLE
CONSERVATION EXPENSES 83278 £6,28S 46,399 73,994 79,423 53,406 58,7CS 5£.452 87,768 81,144 45544 A.S_&M 742 412
EXHIBITNO _____
DOCKET BO  140004-GU
CHESAPEAKE UTILITIES CORPORATICN
{Cova)
PAGE SOF 10



COMPANY: FLORIDA DIVISION OF CHESAPEAKE UTILITIES CORPORATION

CALCULATION OF TRISE-UP AND INTEREST PROVISION

FOR MONTHS

B. CONSERVAT!ION REVENIIES

10.

1",

RESIDENTIAL CONSERVATION
CONKRERVATION ADJ. REVENUES
TOTAL REVEHUES

PRIOR PERIOD TRUE-UP ADJ, NOT
APPLICABLE TO THIS PERIOD

CONSERVATION REVENUE APPLICABLE

CONSERVATION EXPENSES (FROMCT3,
PAGE * LINE 29)

TRUE-UR THIS PFRIOO (LINE § - 6

INTEREST PROVISION THIS PERION
{FROWU CT.3, PAGE 3, LINE 10)

TRUE-LUP AND INTEREST PROVISION
BEGINNING OF MONTH

DEFERRED TRUE-UP BEGINNING
OF PERIDC

PRIOR TRUE.UP COLLECTED
(REFUNDED}

FOTAL NEY TRUE-UP
{LINES 7eB¢9¢BA 1D}

January.13

THROUGH December-13

SCHEDULE CT-3
PAGE20F 3

JANUARY  FEBRUARY MARCH APRIL MAY SUNE any AUCUST __ SEPTEUBER __OCTOBER NOVEMBER DECEMBER  TOTAL
{85,471) (82,298} {73712} [50,216) {45,853} 158,214) {42.375) (39,203 37,529 {43008) {47.855) (54.376) (625820
(@6.471) (60,4083 13,712 {56,210) (46,453) (86.214) (42,375) 39,263y 47,529) {43308) 47 835} (54328)  (Eas.eaty

P (2.901} (2.901) 258 2.581) {2.981) @959 2081 £2931) {2881) 2981 2,831) 135,220
(89,457) (63579 {76,633) (£50.1@7) 49,434} 61,108) {45.356) {42,044 (40,510} (46388%) 50,836} 52,330 (601,597
63,278 68285 8399 73964 76.423 53,408 48709 54,452 67,708 81.144 45546 49,082 12412
3,179) 4,808 (30.264) 14757 29,369 {7.780) 13353 12,208 27288 34255 (5.202; {7.325) 60,215

© {4 @ @ (U] 1 1 3 4 3 ®)

Q57T @7.976) (30,191) {57.508) £33.734) 8.765) {11.575) 4,759 19,949 50219 87.453 85,151 (35.777)
2.5% 2081 2081 2,981 2689 2,981 2 581 2,561 2,83 2801 2801 2941 sy
82,373 30,191 §57.508) .74 £6.768) {31.675) 475 10809 50219 37458 85,151 203810 £0.810

EXIBIT NO.

COCKET NO. 145004-0U

CHESAPEAKE UTILITIES CORPORATION
{€oY=2)

PAGE 6 OF 18



COMPANY: FLORIDA DIVISION OF CHESAPEAKE UTILITIES CORPORATION SCHEDULE CT.3
PAGEJIOF 3
CALCULATION OF TRUS-UP AND INTEREST PROVISION

FOR $1ONTHS Jenuary-43  THROUGH December-13

C. OTEREST PROVISICN JANUARY __ FEBRUARY MARCH APRIL HAY JUNE JuLY AUGUST __ SEPTEMBER _OCTQSER NOVEMBER DECEMBER  TOTAL
1 BEGHINING TRUE-UP (LINE B-9) [cliee)! 37074y (30,381 (ST.508  (39,734) ©76%) (11578 arse 19,8489 £0219 67,456 85.151 @577
7. ENDING TRUE.UP BEFORE INTEREST
(UINES B74B94GBAIE1D) crem (OIBN 574y BRr @7y ST 4753 19948 50218 87455 85,147 80,607 80,815
3. TOTAL BEG AND ENDING TRUE-UP 73761y (56.181) (87,095 (9T236) (€498  (1B.340) (8.516) 24707 70.167 137873 172,005 185,950 45,638
4. AVERAGE THUE-UP (LINE C-3 X 50%} @818y (34080  (3847) (8018 (23.2¢9) 9.170) @.4081 12354 5,084 68337 04,303 82,979 22519
& INTEREST RATE - FIRST RAY OF
REPCRTING BUSINESS MONTH 0.10% Ci5% 0.34% oo 0co% 0.05% cosn 005% 005% 031% co8% 00S%
6 INTEREST RATE - FIRST DAY OF
SUBSEQUENT GUSINESS MONTH 0.35% 0.14% o.09% o.cos 0.06% 0.08% 005% oose 003% 0%2% 605% 0,03%
7. TOTAL{NECSS +C5) 025% 0.29% 0.23% n.18% 0148 0.13% 013% 0.10% oo8% 019% e1% ous%
8. AVG INTEREST RATE (C-7 X 50%) 0.13% 0.15% 0.12% 0.08%  007% 0.07% 207% 005% 0.04% 035% 0.06% 0.04%
9. KONTHLY AVERAGE INTEREST RATE 0010% 0.012% c0Ic% 0.020% 0.006% £.005% 0.005% 0.004% 0.003% 0.0M4% 0.005% 0.003%
10.  INTEREST PROVISION
(WNEC2XCH) %) 18 {4) ) 1) 1 1 3 4 3 [}
EXNIBIT NO

DOCKET 0. 140004.GU

CHESAPEAKE UTILITIES CORPORATION
(€DY-3)

PAGE 7 OF 18





