Decision No. C99-1022

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF COLORADO

DOCKET NO. 99M-304G

In the Matter of the AUDIT OF GREELEY Gas Company REGARDING ACCOUNT NO. 191 BALANCE.

Order Directing Response To Staff Audit

Mailed Date:  September 21, 1999

Adopted Date:  September 15, 1999

I. BY THE COMMISSION

A. Statement

1. On June 3, 1999, in Decision No. C99-611, the Colorado Public Utilities Commission (“Commission”) ordered its Staff (“Staff”) to conduct an audit of Greeley Gas Company (“Greeley”).  The audit focused on Greeley’s Account No. 191 monitoring.  Staff was required to report any findings back to the Commission for possible further action.

2. Staff completed its audit and informed the Commission of its findings and recommendations.  We now summarize Staff’s conclusions in this Order and direct that Greeley submit a response to those findings and recommendations within 30 days of the effective date of this Order.

Discussion

3. The purpose of the audit was to discover and report the facts related to Greeley’s Account No. 191 reporting problems for the quarter ending March 31, 1999.  Greeley’s March 1999 quarterly report revealed problems that triggered the audit.  The problems are described in Decision No. C99-611, ¶¶ I.4. and I.5., as follows:

4.
Staff noted a problem in Greeley's Southeast Division when reviewing the quarterly Account No. 191 data reported by Greeley.  The Account No. 191 Balance is reported at nearly $3,000,000 in February 1999, and drops to under $500,000 in March 1999.  Greeley indicates that an accounting error caused the dramatic balance change.

5.
The Commission is concerned with the magnitude of the error and also has concerns that there could be accounting errors in one of Greeley's other divisions.

4. In addition, during a 1999 on-site audit, Staff reviewed the accounting control changes that Greeley represented to the Commission had been made in its October 1998 Internal Audit Report Findings and Recommendations Commission filing.  

5. Based upon its audit work, Staff’s findings and recommendations are as follows:

Finding No. 1:  The Gas Supply Planning (GSP) unit chart seems to be consistent with the verbal description of workflow given to Staff.  On the other hand, the Gas Accounting (GA) unit’s flowchart format does not seem to correspond with the verbal description of workflow given to Staff.

Staff Recommendation: Staff recommends that the GA unit develop a flowchart representative of its responsibilities.

Finding No. 2:  GSP and GA written procedures were requested and reviewed.  The GSP unit procedures seems to be up-to-date and adequate.  The GA unit procedures are out-of-date and not reflective of current processes.

Staff Recommendation No. 2: Staff recommends that the GA unit update its written procedures and provide a copy to Staff.

Finding No. 3: Staff review of the chart of accounts reveals that the FERC [Federal Energy Regulatory Commission Uniform System of Accounts] Account No. 191 had been omitted.  In Staff data request CPUC-6, Staff asked about the mapping discrepancy.  The response stated, "...The Oracle [accounting system] listing of account numbers inadvertently omitted Account No. 191.  The Oracle project leader has been notified and states that it will be corrected.  Greeley will send the Commission a copy of the mapping showing Account No. 191 has been included as soon as the mapping correction has been completed."

Staff Recommendation No. 3: Staff recommends that Greeley review its Account No. 191 and other accounts addressed to insure adherence to FERC.  Staff requests that Greeley send the Commission a copy of the mapping of its chart of accounts.

Finding No. 4: Staff learned that the GSP unit gas analyst does not always perform the coding of the proper division during the invoice review process in accordance with internal procedures.  Rather, the accounting department performs the coding function.  

 
After completion of the on-site audit, Staff learned that for every month from July, 1998, through March, 1999, there was mis-coding by the accounting department.  The accounting department recorded payments to CIG Young Storage for costs to the Southeast Division that were related to the Northeast Colorado Division.  The total for the months posted in error was $1,329,991. 

 
Staff notes that in the October 1998 Internal Audit Report Findings and Recommendation [an audit performed in June and July of 1998], a recommendation was made to perform a reconciliation by Colorado division to ensure proper costs had been allocated to each Colorado division.  While the company stated it had implemented this recommendation, the reports from the company reviewed by Staff indicate the recommendation was either not implemented or not effective.
Staff Recommendation No. 4:    Staff requests that within 60 days of this Order, the Company provide Staff with its proposed method of reconciling the gas analyst’s nominations to the accounting records. The method should demonstrate how the reconciliation process will be effective. Greeley should outline in written format the method(s) it determines to use that reconciles gas analysts’ nominations to accounting records.  Following are some suggestions Greeley may wish to consider to enhance its internal control and reconciliation process:

•
Greeley may want to add columns to its Gas Supply Invoice Log to include the Colorado division. 

•
Greeley may also wish to revise its current invoice approval stamp to incorporates a space to indicate the Colorado division code that should be charged.  (Staff provided the Company with a copy of a stamp used by another utility that includes such headings as Accounting Month/Year, Production Month, Account Number, Cost Type, Location, Volume, and Value). 

Finding No. 5:  Staff verified that the general ledger records agree with the accounts payable accounting records.  Staff noted no exceptions for 1999 in the sample tested but observed one exception of the eight samples tested for July of 1998.  The accounting records indicated the amount was $102,372.00, whereas the accounts payable ledger indicated a payment of $102,708.75.  The amount paid by the accounts payable personnel appeared to have been the correct amount.  The general ledger amount was an estimated amount.  The difference should have been corrected by an adjusting entry.  The entry was not made until after Staff noted the discrepancy. 

 
By Data Request No. CPUC-9 Staff asked Greeley if it performed a reconciliation of the accounts payable subsidiary ledger to the general ledger.  Greeley responded that it performed the reconciliation monthly.  Greeley also provided supporting documentation to show that the general ledger and subsidiary ledger were currently in agreement. 

Staff Recommendation No. 5:  Since the supporting documentation indicates proper procedures are now in place, it appears that Greeley incorporated this reconciliation sometime after July of 1998.  Staff recommends that the accounting department as a permanent part of its controls procedures, perform the reconciliation and make accounting adjustments to ensure the accuracy and agreement of the general ledger to the accounts payable subsidiary ledger on a monthly basis.

Finding No. 6:  As discussed earlier in this Order, Staff noted a problem in Greeley's Southeast Division when reviewing the quarterly Account No. 191 data reported by Greeley for the quarter ending March 31, 1999.  In reviewing various reports submitted for the same time period, Staff notes large variances.
Recommendation No. 6:  Greeley should perform review and analysis of all reports before presentation to the Commission to ensure information is materially accurate.  Greeley would provide a flow chart indicative of the report review and approval process used prior to submission of reports to the Commission.  This increased internal control procedure should result in Greeley providing materially accurate information to the Commission. 
Finding No. 7:  An internal audit was performed in June and July of 1998 by the Greeley Gas Internal Audit Department.  Staff reviewed the internal audit report, and it appears that findings A and B of that report are still out of compliance as of Staff’s 1999 onsite audit.

Staff Recommendation No. 7:  Staff reiterates the need that the reconciliation of actual amounts to estimated amounts is performed monthly.  

Staff also recommends that the Account No. 191 report that is provided to the Commission be performed on a monthly basis until a further order is issued by the Commission.  The report should be:

1)
prepared in numeric spreadsheet format;

2)
be prepared in graphic format.  (The graphic format can indicate abnormalities at a glance); 

3)
signed by the Corporate Fiscal Officer before it is presented to the Commission; 

4)
reviewed and compared with a report prepared by Greeley’s Internal Projected Vs. Actual Colorado Division Report.  The company should note any material discrepancies from the projected amounts to actuals before it submits its report to the Commission.  Although Staff does not request the company submit the Projected Vs. Actual Colorado Division Report to the Commission, Greeley should save the supporting documentation of the review for possible future auditing purposes.

5)
accompanied by a trend analysis consisting of actual figures from Greeley’s records for prior periods.  Staff recommends the analysis include data for the last three to five years.  If the amounts appear inappropriate for the time period and no events occurred that would have caused the trend to deviate, Staff would anticipate that management review the deviation from the trend before presenting its monthly report to the Commission. 

6)
accompanied by a reconciliation of Account No. 191 to the general ledger. 

Finding No. 8:  Greeley’s second quarter Account No 191 monitoring for the months of April, May and June was due July 30, 1999.  Greeley provided the information for the months of April and May but did not include June. 

Recommendation No. 8:  Greeley should provide the Account No. 191 monitoring in accordance with GCA rules 4 CCR 723-8-10, on a timely basis.  If an extension of time is needed, Staff asks Greeley to make a formal request for extension along with the reason the extension is necessary.

Finding No. 9:  Apparently the reason Greeley did not submit the Account No. 191 monitoring reports referenced in Finding No. 8 for the month of June, 1999 because it was unclear as to what data should be included in the reports.  Staff has been working with Greeley on the Account No. 191 monitoring to make it clear that the reporting for Account 191 is based on the month the invoices are processed and paid (the accounting month).  On the other hand, the Gas Production Report (GPR) includes information for the month in which the gas was actually purchased and delivered (the production month).  Staff explained the process several times and has provided testimony from Docket No. 97P-375G to assist Greeley.

Recommendation No. 9:  Due to the importance of having the proper reporting month in setting rates, monitoring of accounts, etc., Staff recommends that Greeley consider continued training, in addition to that provided by Staff, that addresses regulatory issues/principles.

6. Greeley should submit written responses to these findings and recommendations within 30 days of the effective date of this Order.  A future order, may direct Greeley to appear before the Commission to discuss these matters.

II. ORDER

B. The Commission Orders That:

1. Greeley Gas Company shall file written responses to the Commission Staff’s findings and recommendations which are set forth above within 30 days of the effective date of this Order.

2. This Order is effective upon its Mailed Date.

C. ADOPTED IN Commissioners’ WEEKLY MEETING
 
September 15, 1999.

THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF COLORADO



RAYMOND L. GIFFORD
________________________________



VINCENT MAJKOWSKI
________________________________



ROBERT J. HIX
________________________________
Commissioners
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