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Purpose

To: Florida Public Service Commission

We have performed the procedures described later in this report to meet the objectives set
forth by the Division of Accounting and Finance in its audit service request dated December 21,
2022. We have applied these procedures to the attached summary exhibit and to several related
schedules prepared by Florida Public Utilities Company in support of its 2021 filing for the Fuel
and Purchased Power Cost Recovery Clause in Docket No. 20220001-EI.

The report is intended only for internal Commission use.



Objectives and Procedures

General
Definition

Utility refers to Florida Public Utilities Company.

Fuel Clause refers to the Fuel and Purchased Power Cost Recovery Clause.

Revenue

Objectives: The objectives were to determine the actual Kilowatt Hours (KWH) sold for the
period January 1, 2021, through December 31, 2021, and whether the Utility applied the
Commission-approved cost recovery factor to actual (KWH) sales for the Fuel Clause.

Procedures: We reconciled the 2021 filing to the Utility’s monthly Revenue Reports and
General Ledger. We computed the factors by rate code and compared them to Commission Order
No. PSC-2020-0439-FOF-EI, issued November 16, 2020. We recalculated twelve months of
residential and commercial customers’ bills based off of usage, the amount of customers per each
class, and the correct tariff rate provided by the Utility. Finding 1 discusses the revenue variance.

Expense

Objectives: The objectives were to determine whether expenses listed on the Fuel Clause filing -
are supported by adequate documentation, are appropriately recoverable through the Fuel Clause,
and meet the criteria in Order 14546, issued July 8, 1985, in Docket No. 19850001-EI-B. In
addition, we were to determine whether the energy payments to qualifying facilities are based on
the appropriate standard offer or negotiated contract rate.

Procedures: We recalculated Schedule C-1 from the Fuel Clause filing for each month of 2021.
We selected a twelve-month sample of expenses, and traced them to supporting documentation.
We ensured the expenses were related to the Fuel Clause and charged to the correct accounts.
The fuel expenses included in the Fuel Clause Filing complied with the requirements established
in Order No. 14546. We also reviewed the contracts for qualifying facilities, and compared the
rates billed to the contracts. No exceptions were noted.

True-up

Objective: The objective was to determine if the True-Up and Interest Provision as filed on
Schedule C-1 was properly calculated.

Procedures: We traced the December 31, 2020, True-Up Provision to the Commission Order.
We recalculated the True-Up and Interest Provision amounts as of December 31, 2021, using the
Commission-approved beginning balance as of December 31, 2020, the Non-financial
Commercial Paper rates, and the 2021 Fuel Clause revenues and costs. Finding 1 discusses the
True-Up variance.



Analytical Review

Objectives: The objective was to perform an analytical review of the Utility’s Fuel Clause
Revenues and Expenses to determine if there were any material changes or inconsistencies from
the prior year.

Procedures: We compared calendar year 2020 to 2021 annual revenues and expenses. There
was a 28.90% increase in Jurisdictional Costs between 2020 and 2021. This is due to increased
fuel costs. There was a 49.94% and 40.16% increase in Purchased Power Costs and Special
Costs/Other Fuel Related Costs, respectively, between 2020 and 2021. The 49.94% increase in
Purchased Power Costs was due to increases in the price factors from power suppliers. The
40.16% increase in Special Costs/Other Fuel Related Costs is attributed to consultant work
performed for a combined heat and power project. No further work was performed.



Audit Findings

Finding 1: Revenues

Audit Analysis: The Utility recorded $42,339,325 on Schedule C-1 for Fuel Revenues in the
2021 Fuel Clause Filing. Audit staff determined Fuel Revenues to be $42,248,371. We
recalculated test year revenues by the usage, number of customers, from the Utility’s King Curtis
and Step Fuel Reports, and used the approved tariff rates based on Order No. PSC-2020-0439-
FOF-EJ, issued November 16, 2020, in Docket No. 20200001-EI. Audit staff determined the
following as shown in Table 1-1.

Table 1-1
Utility filing and Audit General Ledger &
Utility Per Filing Variance Audit Audit Variance |General Ledger
January $ 4,638,954 | $ (706,028) 3,932,926 | $ 706,027 $ 4,638,953
February 2,582,495 | $ 704,659 3,287,154 466,492 3,753,646
March 2,522,721 $ (8,522) 2,514,199 (1,162,629) 1,351,570
April 3,079,221 | $ (75,699) 3,003,522 75,698 3,079,220
May 3,120,988 | $ (36) 3,120,952 37 3,120,989
June 3,971,907 | $ (5,214) 3,966,693 5,213 3,971,906
July 4,358,839 $ (3,405) 4,355,434 3,404 4,358,838
August 4,538,189 | $ 417 4,538,606 (417) 4,538,189
September 4,108,517 | $ 201 4,108,718 (202) 4,108,516
October 3,630,579 | $ 154 3,630,733 (155) 3,630,578
Novermber 2,678,041 | $ 1,277 2,679,318 {(1,278) 2,678,040
December 3,108,874 | $ 1,242 3,110,116 (1,242) 3,108,874
Total 42,339,325 (90,954) 42,248,371 90,951 42,339,322
1. Marianna residential customers were billed the incorrect fuel factor rate in January and

part of February 2021. The Utility charged $1.18198 for Residential (On Peak), instead of
0.015361. The Residential (Off Peak) customers for January and part of February were
charged $0.05898, instead of 0.03061. The Residential customers with less than or equal
to 1,000 kWh per month for January and part of February were charged $0.09798, instead
of 0.06961. The Residential customers with more than or equal to 1,000 kWh per month
for January and part of February were charged $1.11048, instead of 0.08211.

Marianna general service customers were billed the incorrect fuel factor rate in January
and part of February 2021. The Utility charged $0.09831 for General Service, instead of
0.07034. The General Service- Demand customers for the month of January and part of
February were charged $0.09516, instead of 0.06719. The General Service- Large
Demand customers for the month of January and part of February were charged
$0.09292, instead of 0.06495.

Marianna customers with Outdoor Lighting and Street Lighting for the month of January
and part of February were charged $0.07909, instead of 0.05072.



Effect on the General Ledger: No effect.

Effect on the Filing: Based on the steps performed above audit staff determined the Utility’s
revenues are overstated by $90,954. The Utility’s true-up is overstated by $90,035.

Information to Finding 1

In February 2021, the Utility made an adjustment of $704,659 to decrease revenues and remove
overcharges made in January 2021. In March 2021, the Utility manually adjusted overbillings
and reduced revenues in the amount of $7,486.59, due to accounts previously closed. In April
2021, the Utility retroactively billed three accounts in the amount of $75,843.38 to increase
revenues, due to an issue with the meter multiplier. The Utility did not submit the usage for this
adjustment. In June 2021, the Utility corrected two accounts in the amount of $5,108.19 to
increase revenues, due to an update to the meter multiplier. In July 2021, the Utility refunded
customers with closed accounts in the amount of $4,171.41, which decreased revenues. The
Utility did not include the usage for this adjustment. For the months of May, August, September,
October, November, and December 2021, there were minor discrepancies which Audit staff
deemed immaterial. Audit staff did not adjust the recalculation of the true-up due to lack of
supporting documentation for the usage, the number of customers affected, and the rate factors
associated with the adjustments which affect our Revenue schedules.

Effect on the General Ledger: No effect.

Effect on the Filing: Based on the steps performed above including adjustments made by the
Utility, audit staff determined the revenue difference is overstated by $1,655. Audit staff also
created a revised true-up schedule including the Utility adjustments which has the Utility true-up
overstated by $1,606.
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