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March 25, 2026 
 
Audit Committee 
City of West Palm Beach 
401 Clematis Street 
West Palm Beach, Florida 
 
RE: POST AUDIT REPORT OF PUBLIC UTILITIES BILLING AND CUSTOMER 
SERVICE PAR26-01 
 
Dear Audit Committee Members: 
 
In FY2021, the Internal Auditor’s Office released an audit of Public Utilities Billing and 
Customer Service (AUD20-03). Subsequently, we performed certain procedures, as 
stated below, with respect to activities of the Public Utilities Department in order to reach 
a conclusion on the status of the recommendations made as a result of that review. 
 
This Post Audit Report (PAR) consisted primarily of inquiries of City personnel and  
examinations of various supporting documentation. It was substantially less in scope than  
an audit in accordance with generally accepted government auditing standards. 
 
The evidence obtained provided a reasonable basis for our conclusions; however, had  
an audit been performed, other matters might have come to our attention that would have  
been reported to you and our conclusions may have been modified. 
 
The audit contained seven (7) recommendations that addressed the audit’s findings. 
Upon completion of this PAR, we concluded that five recommendations were 
implemented, one recommendation was partially implemented, and one recommendation 
was not implemented. 
 
We have enclosed a table listing all the recommendations with the current statuses. We 
found that management made significant efforts to take corrective action. Further, we 
note that the Public Utilities Department is actively continuing to make improvements. As 
such, additional steps may have been taken to implement the recommendations after the 
conclusion of this Post Audit Review. We will conduct another Post Audit Review in 
approximately 12 to 18 months, resources permitting, at which time we will review all 
additional changes made after the conclusion of the Post Audit Review. 
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We thank the personnel from the Public Utilities Department, Finance Department, 
and the City Attorney’s Office for their assistance in conducting this review and on 
continuing implementation efforts.   

 
Respectfully Submitted, 
 
s/ Beverly Mahaso 
Chief Internal Auditor 
 
 
 
 
 
 
 

cc:  
Christina Lambert, Commission President Keith James, Mayor 
Shalonda Warren, Commissioner  Faye Johnson, City Administrator 
Christy Fox, Commissioner Victor Carosi, Director of Public Utilities 
Joseph Peduzzi, Commissioner Bridget Souffrant, Chief Financial Officer 
Cathleen Ward, Commissioner Kimberly Rothenburg, City Attorney 
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    Legend 
◼ Implemented  
◼ Partially Implemented  
◼ Not Implemented  

      AUDIT RECOMMENDATIONS 
No. Auditor’s Condition and 

Recommendation 
Management’s Initial Response Auditor’s Status Update 

1 
High 

 
 
 
 
 

CONDITION: 
During our testing of customer 
account billings, a Unit of Water rate 
was incorrectly inputted for FY19. A 
water unit rate of $5.32 was 
incorrectly entered as $5.35 for some 
customer accounts, thereby producing 
an overcharge to the customers. 
Based on our review, there were 
about 1,863 customer accounts that 
were over billed at this rate during 
FY19. The total amount overbilled 
was about $13,807.   
 
 
RECOMMENDATION: 
Public Utilities Management should 
ensure that rates are accurate by 
establishing procedures to review and 
test the rates prior to the official 
implementation date. Public Utilities 
Management should review the 
customer accounts that were 
impacted by the rate error identified 
and determine an equitable resolution 
to correct the errors. 

INITIAL MANAGEMENT 
RESPONSE:  
Management agrees with the 
recommendation and has 
immediately corrected the issue and 
is working to credit those customers 
affected. 
 
Target Implementation Date: April 
30, 2021 
 
 

IMPLEMENTED 
MARCH 2026 
Based on the review performed, we 
concluded that the recommendation has 
been fully implemented. The Public 
Utilities Department conducted a rate 
review and made the necessary 
adjustments to the accounts previously 
impacted by the incorrect rate. 
 

2 
Medium 
 

CONDITION: 
The security of customer information, 
both physical documents and system 
access rights, should be improved. 

INITIAL MANAGEMENT 
RESPONSE: 
Management agrees with the audit 
recommendations. 

IMPLEMENTED 
MARCH 2026 
Based on the review conducted, Internal 
Audit determined that this 
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    Legend 
◼ Implemented  
◼ Partially Implemented  
◼ Not Implemented  

No. Auditor’s Condition and 
Recommendation 

Management’s Initial Response Auditor’s Status Update 

We found physical documentation 
containing protected customer 
information being stored in boxes in 
an unsecured, open area prior to 
being sent to the City Clerk’s Office 
for retention. Further, the Oracle 
software utilized for Public Utilities 
billing, Customer Care & Billing 
(CC&B), had several user accounts 
with unnecessary rights such as:  
a. Three Customer Service 
employees had inappropriate IT 
access roles and  
b. Four generic accounts used during 
a conversion process in 2012 
remained active. We note that Public 
Utilities advised us that the roles and 
accounts were immediately expired 
after discovery during the audit.     
 
RECOMMENDATION: 
Public Utilities should ensure that 
protected information is adequately 
secured by: 
a. Establishing a storage room/office 
that can house boxes of customer 
files awaiting transport to the City 
Clerk’s Office.  
b. Ensuring that the room is secured 
by either lock or badge entry and 

                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                           
Target Implementation Date: A & B 
March 15, 2021 C and D 
implemented 02/24/21 
 
 
 

recommendation has been fully 
implemented. Internal Audit observed 
that the Public Utilities Department has 
physically secured customer files that 
may contain Personally Identifiable 
Information (PII). Furthermore, we 
verified that a user access review was 
completed immediately following the 
audit. Internal Audit also confirmed that 
user access reviews have continued to 
be performed on an annual basis, with 
the most recent review being completed 
for the 2025 calendar year. 
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    Legend 
◼ Implemented  
◼ Partially Implemented  
◼ Not Implemented  

No. Auditor’s Condition and 
Recommendation 

Management’s Initial Response Auditor’s Status Update 

access is limited to authorized 
employees only.  
Public Utilities should ensure that user 
access is appropriate by: 
c. Ensuring that dormant accounts 
and unnecessary roles are disabled, 
and 
d. Reviewing user access, roles, and 
all new accounts that have been 
created each month to ensure that it 
remains accurate. 
  

3 
High 

 
 
 
 

 

CONDITION: 
The City (WPB) has agreements with 
the Town of Palm Beach (TPB) and 
the Town of South Palm Beach 
(TSPB) to charge taxes for water 
treatment services. During our testing 
of customer account billing, we found 
customer accounts that were set up 
with the incorrect tax codes. The tax 
code identifies the taxes levied to the 
customer accounts and varies 
depending on the municipality (WPB-
10%, TSPB-5%, and TPB-10%). 
 
Town of Palm Beach 
a. 25 TPB accounts were set up with 
the tax code for the City of WPB and 
the tax revenues were allocated to the 
City of WPB instead of TPB. 

INITIAL MANAGEMENT 
RESPONSE:  
Management agrees with the audit 
recommendation. 
 
Target Implementation Date:  
February 24, 2021 
 
 
 

IMPLEMENTED 
MARCH 2026 
Based on the review conducted, Internal 
Audit determined that this 
recommendation has been fully 
implemented. The Public Utilities 
Department has established formal 
policies and procedures for the setting 
up of tax codes, provided appropriate 
staff training, and implemented a 
process to ensure that accounts are 
accurately configured and that rates 
applied after setting up are correct. 
Furthermore, Management corrected 
prior tax coding errors and processed 
the necessary adjustments to customer 
accounts as well as payments remitted 
to the respective municipalities. 
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    Legend 
◼ Implemented  
◼ Partially Implemented  
◼ Not Implemented  

No. Auditor’s Condition and 
Recommendation 

Management’s Initial Response Auditor’s Status Update 

b. 2 TPB accounts were set up with 
the tax code for the Town of South 
Palm Beach which resulted in a lower 
tax rate for these accounts and the tax 
revenues were sent to the Town of 
South Palm Beach instead of the 
Town of Palm Beach.  
 
Town of South Palm Beach 
a. 2 TSPB accounts were set up with 
a City of West Palm Beach tax code. 
This resulted in overpayments from 
these accounts because the City of 
West Palm Beach tax rate is higher at 
10% versus 5%. 
b. The tax revenues from the 2 TSPB 
accounts were allocated to the City of 
West Palm Beach instead of the Town 
of South Palm Beach.       
 
The following table is a summary of 
the results of the incorrect tax codes:  
1.  City of West Palm Beach- 25 
accounts impacted- Amt: $5,750                                                                                                                                                                                                                                   
Issue:                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                         
a. Overpayment to the City of WPB 
from TPB customers coded as CWPB 
customers. 
2.  Town of South Palm Beach - 2 
accounts impacted - Amt: 
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    Legend 
◼ Implemented  
◼ Partially Implemented  
◼ Not Implemented  

No. Auditor’s Condition and 
Recommendation 

Management’s Initial Response Auditor’s Status Update 

$1,150                                                                                                                                                                                                                                                                                                                                                                  
Issue: 
a. Overpayment to the TSPB from 
TPB customers coded as TSPB 
customers. 
b. Payments received by TSPB from 
customers of TPB were 
underpayments due to the higher tax 
rate for TPB. 
3.  City of West Palm Beach - 2 
accounts impacted - Amt:  $200                                                                                                                                                                                                                                                                                                                                                                                                             
Issue:                                                                                                                                                                                                                                                                                              
a. Over payment to the CWPB from 
the Town of South Palm Beach 
customers who were coded as CWPB 
customers. 
b. Over charge to the Town of South 
Palm Beach customers due to higher 
CWPB tax 
rate.                                                                                                                                                                                                                                                                                                                                     
 
RECOMMENDATION: 
Public Utilities Management should 
review the customer accounts that 
were impacted by the tax coding 
errors and determine an equitable 
resolution to correct the errors to the 
accounts and the payments to the 
municipalities. 
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    Legend 
◼ Implemented  
◼ Partially Implemented  
◼ Not Implemented  

No. Auditor’s Condition and 
Recommendation 

Management’s Initial Response Auditor’s Status Update 

Public Utilities Management should 
ensure that accounts are set up 
correctly by: 
a. Ensuring that training is provided 
on how to set up the tax codes which 
should include steps to verify the 
customer tax codes entered or 
selected, and 
b. Reviewing and monitoring accounts 
to ensure that accounts are 
consistently set up accurately and 
rates charged after set up are 
accurate. 

4 
Medium 

CONDITION: 
We found that the Management 
review process to identify errors, 
inconsistencies, or inappropriate 
transactions is insufficient to meet that 
objective. Managements’ current 
review process is not formally 
documented, and the review does not 
incorporate in-depth analytical reviews 
of accounts and transactions.  We 
performed an analysis of 
adjustments/credits made to accounts 
from January 2019 – June 2020 and 
found that overall, there is insufficient 
documentation to justify adjustments 
made to accounts as indicated below:  
1. We found that 2 of 21 employees 
generated $103,792 (66%) of the 

INITIAL MANAGEMENT 
RESPONSE:  
Management agrees with the audit 
recommendations. 
 
Target Implementation Date: April 
30, 2021 

IMPLEMENTED 
MARCH 2026 
Based on the review we conducted, we 
found that this recommendation has 
been implemented. Specifically, the 
Public Utilities Department periodically 
performs monitoring and reviews of 
adjustments of customer accounts made 
by Customer Service Representatives. 
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    Legend 
◼ Implemented  
◼ Partially Implemented  
◼ Not Implemented  

No. Auditor’s Condition and 
Recommendation 

Management’s Initial Response Auditor’s Status Update 

$156,104 in credits made on accounts 
that originated from about 3,670 
adjustments. Management does not 
analyze reports to identify these types 
of trends. As such, there is no 
procedure to ensure that all credits 
were appropriate and accurate. 
2. Courtesy Credits accounted for 
$85,703 (55%) of all $156,104 
adjustments made during the period 
under review: 
a. Courtesy Credits Pre-COVID 
(January 2019 - February 2020) 
23% ($15,881 of $68,202) of credits 
for charges were provided to 
customers without a reason noted.  
b. Courtesy Credits during COVID 
(March 2020 – June 2020) 
34% ($5,898 of $17,501) of credits for 
charges were provided to customers 
without a reason noted.  
c. One-Time Courtesy Credits 
(January 2019 – June 2020) 
5% ($4,308) of the one-time courtesy 
credits were identified as having two 
or more “one-time courtesy” 
adjustments for the same amount 
within the same fiscal year without a 
reason noted. 
3. Other Account Credits:  
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Recommendation 

Management’s Initial Response Auditor’s Status Update 

a. 2 accounts had credits provided but 
were not sufficiently documented to 
justify why the credits were provided. 
b. 4 accounts were marked as 
“Adjustment Reversal” with no further 
explanation or justification.  
c. 5 courtesy credits were made 
without justification.  
d. 1 start/end date correction credit 
was made without clarification as to 
which date was in error.                      
 
RECOMMENDATION: 
The Public Utilities Department should 
ensure that transactions are accurate 
and appropriate by creating and 
reviewing analytical reports that: 
1. Analyze adjustments by employee, 
type, amount, and premise, 
2. Analyze transactions that exceed 
set parameter/thresholds, 
3. Analyze courtesy adjustments and 
supporting documentation/reasoning, 
and 
4. Analyze adjustments made to 
confidential customer accounts. 
Reviews should be conducted 
periodically, and corrective action 
should be taken as needed. 
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Management’s Initial Response Auditor’s Status Update 

5 
High 

CONDITION: 
During the audit, we found that there 
were several control procedures in 
place that were not formally 
documented, and training on these 
procedures was not recorded.  We 
were advised that the following 
policies or procedures were 
communicated informally either 
through email or verbally, but have not 
been incorporated as part of the 
official policies and procedures:  
• Policy establishing adjustment 
thresholds requiring secondary 
approval or authorization 
• Procedures regarding 
responsibilities and functions for when 
CC&B is offline 
• Procedures for calculating Leak 
Credits 
• Procedures for 
supervisors/management to review 
and acknowledge reports for possible 
red flags (i.e. abuse, corrections, 
unauthorized adjustments, etc.) 
  As indicated in Finding 4, our review 
of adjustment reports identified: 
     a. Adjustments without sufficient 
supporting justification for the 
adjustments 

INITIAL MANAGEMENT 
RESPONSE:  
Management agrees with the audit 
recommendation. 
 
Target Implementation Date: 
February 24, 2021 
 
 
 

IMPLEMENTED 
MARCH 2026 
Based on the review conducted, Internal 
Audit determined that this 
recommendation has been 
implemented. Public Utilities Customer 
Service management established formal 
policies and procedures for processing 
customer credit requests, account 
adjustments, and service start/stop 
activities. Although training is not 
formally tracked or acknowledged, 
Internal Audit verified that recent hires 
received training on the department’s 
policies and procedures. 
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     b. Excessive numbers of 
adjustments by employee. 
• Policy regarding the utilization of 
Courtesy Adjustments 
  As indicated in Finding 4, our review 
of adjustments found: 
     a. Excessive use of Courtesy 
Adjustments 
•Policy for approving special 
consideration adjustments (i.e. 
COVID-19 waiver) 
  As indicated in finding 1, our review 
of customer bills found: 
     a. One incorrect water commodity 
billing rate used for FY19 that resulted 
in overcharges to about 1,863 
customers.             
 
RECOMMENDATION: 
Public Utilities Customer Service 
management should ensure that all 
policies and procedures that provide 
guidance are fully documented in 
detail and are incorporated into the 
formal policies and procedures. In 
addition, sufficient training of policies 
and procedures should be provided to 
staff and staff should acknowledge 
receipt of training.   
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6 
High 

CONDITION: 
The City of West Palm Beach (WPB) 
established an Ordinance which 
stipulates that Florida Public Utilities 
(FPU) must pay a privilege tax to the 
City for gas services provided 
throughout the City. The amount owed 
to the City is subject to deductions for 
taxes, licenses, or other fees that the 
City charges FPU, as well as 
deductions for write off accounts or 
uncollectable accounts.  In prior 
years, the City’s Finance Department, 
Legal Department, and the Internal 
Auditor’s Office attempted to obtain 
supporting documentation for the tax 
revenue submitted by FPU but could 
not obtain it. However, some 
supporting documentation was 
obtained in 2019. For this audit, we 
requested and were able to obtain 
detailed revenue information of FPU’s 
yearly revenues beginning November 
thru October, for years 2016 through 
2020.  We performed a detailed 
analysis of years 2016 through 2020 
of the financial data used for the 
calculation of the tax revenue 
payment and found that separate from 
the Ordinance, FPU created its own 
definitions consisting of 3 customer 

INITIAL MANAGEMENT 
RESPONSE:  
Management agrees. In addition to 
the above recommendations:   
 
i. The contract should require FPU 
to submit copies of the receipts from 
the Constitutional Tax Collector 
evidencing the payment of the ad 
valorem taxes deducted.  Cash 
Management does not have the 
resources to do the review and 
analysis contemplated. Further, 
such analysis would be based 
exclusively on information supplied 
by the vendor. Given the findings of 
this audit, the contract should 
mandate an audit to validate 
information submitted to the City at 
least every three years.    
                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                  
ii. Asking Finance to verify 
addresses is onerous, it is more 
pragmatic to contractually ask FPU 
to supply a GIS file to be validated 
by the information technology 
department. In any event, this 
verification would more appropriately 
be addressed in the audit which 
based on the above 

PARTIALLY IMPLEMENTED 
MARCH 2026 
Internal Audit determined that this 
recommendation has been partially 
implemented. The City Attorney’s Office 
has made significant progress in 
developing a new ordinance with Florida 
Public Utilities (FPU) to address the 
audit findings. The Finance Department 
currently receives remittance 
documentation from FPU with each 
monthly payment; however, a formal 
revenue verification process has not yet 
been implemented, as the department is 
awaiting finalization of the new FPU 
agreement. Once the new FPU 
franchise agreement and ordinance are 
finalized and approved by the City 
Commission, Internal Audit will conduct 
a subsequent Post Audit Review to 
reassess the status of this 
recommendation. 
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No. Auditor’s Condition and 
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Management’s Initial Response Auditor’s Status Update 

types, 19 gas rate schedules, and 17 
bill classifications. We analyzed the 
data to determine whether the 
accounts were consistent with FPU’s 
definitions and/or the Ordinance and 
found the following errors: 
1. FPU incorrectly coded some 
properties from other municipalities as 
part of the City’s gas tax area, which 
contributed to an overpayment to the 
City. The other municipalities that 
were included were Debary, Lake 
Worth, Palm Beach, Palm Beach 
Gardens, North Palm Beach, 
unincorporated Palm Beach, Riviera 
Beach, Sanford, Deltona, Ft. 
Lauderdale, Gainesville, Atlanta, 
Houston, Birmingham, Dallas, and 
Dover. 
2. Based on FPU’s definitions and 
classifications, FPU incorrectly set up 
many of its customer accounts. 
Examples include: 
a. Residential customer accounts 
were set-up under the incorrect rate 
schedule General Service-1 and 
General Service-2; 
b. Public Authority customer accounts 
were set-up under the incorrect rate 
schedule Large Volume Service which 

recommendation would be 
mandated at least every three years. 
                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                  
Target Implementation Date: 
October 2022 
                                                                                                                                                                                                                                                                                                                            
Auditor’s Comment:  
We are in agreement with the 
additional recommendations that 
management added. Further, 
Finance should ensure that it has 
the resources to periodically conduct 
the audits. 
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is not taxable and decreases the 
payment to the City; 
c. Small Commercial Transportation 
customer accounts were set-up under 
the incorrect rate schedule of General 
Service-2 which is taxable and 
increases the payment to the City. 
d. The General Services rate 
schedules were incorrectly set-up as 
non-taxable for customers with bill 
classes: Industrial Commercial Small 
and Commercial Large which 
decreases the payment to the City; 
e. Commercial and Residential 
Generator Service customers were 
incorrectly set-up as taxable which 
increases the payment to the 
City;                                                                                                                                                                                                                                                                   
f. Commercial Small customer 
accounts from the municipality of 
Debary were incorrectly set-up as 
taxable under the Pool Manager 
Service which increases the payment 
to the City; and  
3. FPU used incorrect Ad Valorem 
amounts which were lower than the 
actual Ad Valorem amounts that they 
paid to the county, thereby increasing 
the payment to the City (According to 
the Ordinance, Ad Valorem is 
deducted from the amounts that FPU 
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is required to pay for the gas tax and it 
is a driver for lowering the taxable 
revenue.). Based on the above, FPU 
was not consistently following the 
Ordinance or its own definitions 
and/or classifications in order to 
properly calculate the taxes owed. We 
discuss this further in the following 
finding.     
 
RECOMMENDATION: 
The Finance Department should 
ensure that the City receives all 
appropriate revenues by: 
a. Implementing a review and analysis 
process to include: 
      i. Periodically obtaining supporting 
data from the vendor and verifying 
that:  
        1. Ad Valorem taxes paid are 
accurate, and 
        2. Detailed Tax Revenues paid 
include City addresses only. 
      ii. Periodically reviewing property 
addresses to ensure that they are 
included in the tax payments made by 
the vendor. 
b. Working with the City Attorney’s 
Office to establish a new Ordinance 
that includes specific requirements for 
the vendor to include: 
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      i. Ensuring that all payments are 
made with the detailed supporting 
documentation attached including 
detailed documentation of what is or is 
not taxable revenue, the property 
location for FPU owned properties 
and FPU customers, at the time 
payments are made, 
     ii. Ensuring that the detailed, 
supporting documentation is available 
for at least 3 to 5 years which should 
include verification that all properties 
are within the City limits at the time 
payments are made, and 
    iii. Establishing a penalty for not 
providing or adhering to, requests for 
supporting documentation to 
substantiate the payments. This could 
include forfeiture of overpayments or 
penalty fees for underpayments; 
c. Negotiating with the vendor or 
stipulating that tax payments are  
1. not subject to deductions for Ad 
Valorem payments or  
2. only a percentage of the Ad 
Valorem payments may be deducted 
from the tax payment. If a percentage 
is selected, then analyses should be 
performed to ensure that the City will 
receive revenues under various 
scenarios. 
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7 
High 

 

CONDITION: 
Based on the discrepancies and 
errors identified, we conducted 
additional reviews into the calculation 
of the taxable revenue and identified 
the following concerns. 
• FPU’s Definitions: As mentioned 
previously, we found that FPU created 
its own definitions consisting of 3 
customer types, 19 gas rate 
schedules, and 17 bill classifications. 
Based on FPU’s definitions, FPU 
determined how to classify the 
customers. We were advised that 
around 2009, FPU reclassified 
customers, which in effect decreased 
its financial obligations under the 
Ordinance.  We did not identify 
support in the Ordinance that FPU 
had the authority to unilaterally define 
and/or reclassify customers. Rather, 
Section 14 of the Ordinance states 
that minor changes may be made by 
written agreement of the parties and it 
states that this does not give the 
authority to make changes or 
modifications that would be repugnant 
or inconsistent with the basic grant, 
factors, or principles underlying the 
terms and conditions. Based on our 
discussions with the Finance 

INITIAL MANAGEMENT 
RESPONSE:  
Management agrees. In addition to 
the above recommendation:  
1) There should be a mandatory 
audit of the information provided to 
the City at least once every three (3) 
years at the City’s election.                                                                                                                                                                                                                                                          
2) The City should also define the ad 
valorem taxes contemplated by the 
agreement and this should be 
restricted to real estate taxes. 
3) The City should also establish a 
minimum annual payment to the City 
eliminating any scenario whereby 
the City is indebted to FPU.  
                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                   
Target Implementation Date:  
October 2022 
 
                                                                                                                                                                                                                                                                                                                                                                                                                                                                                 
Auditor’s Comment:  
We are in agreement with the 
additional recommendations that 
management added. Further, 
Finance should ensure that it has 
the resources to periodically conduct 
the audits. 

NOT IMPLEMENTED 
MARCH 2026 
 
Based on the review conducted, Internal 
Audit determined that this 
recommendation has not been 
implemented. The City Attorney’s Office 
has made significant progress toward 
developing a new ordinance with Florida 
Public Utilities (FPU) and, in 
coordination with other municipalities 
affected, mutually agreed not to pursue 
a breach of contract action, opting 
instead to negotiate a revised ordinance 
in good faith. The Finance Department 
also reported that training materials and 
compliance procedures will not be 
developed until the ordinance is finalized 
and formally adopted. Once a new FPU 
franchise agreement and ordinance are 
finalized and approved by the City 
Commission, Internal Audit will conduct 
a subsequent Post Audit Review to 
determine the status of this 
recommendation. 
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Department and Legal Department, 
the decrease in revenues caused by 
FPU’s classifications/reclassifications 
was inconsistent with the underlying 
terms and conditions. Based on our 
review of the data, FPU’s 
classifications decreased its financial 
obligation to the City which does not 
appear to be consistent with the basic 
principles underlying the terms in the 
Ordinance. 
• FPU’s Application of Definitions: Our 
analysis of FPU’s detailed revenue 
found that the critical component rests 
on definitions established by FPU and 
this has a direct impact on taxes owed 
to the City. For example, one of the 
key definitions we found was Large 
Volume Users. Based on FPU’s 
definition, customers whose use 
exceeds 500 British Thermal Units 
every month are not included in FPU’s 
gross revenue to calculate the taxes 
owed to the City. We noted that the 
Ordinance did not provide an 
exemption to the tax based on the 
volume of gas used, thus it appears 
that FPU’s definition and classification 
were not appropriate. Our analysis 
indicated that excluding FPU’s 
revenue from the Large Volume Users 
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category, reduces the amount that 
FPU owes the City and results in the 
City owing credits to FPU in 2019 and 
2020, while including revenue from 
these customers results in FPU owing 
taxes to the City in 2019 and 2020. 
• FPU’s Supporting Documentation: 
We noted that the documentation that 
FPU provided to the City to support its 
payments was significantly 
inadequate to determine the basis of 
the payment. Further, due to the many 
rate schedules and bill classifications 
that FPU established, a significant 
amount of detail would be needed to 
validate FPU’s payments as well as 
in-depth understanding of FPU’s rate 
schedules and bill classifications, and 
whether the rate schedules and 
classifications unilaterally modify the 
terms of the parties’ franchise 
agreement.  
FPU Taxable Revenue Calculation: 
FPU executive management advised 
that its revenue calculation consisted 
of those customers that FPU deemed 
as taxable in the Residential, General 
Service-1, and General Service-2 gas 
rate schedules. This method excludes 
revenues from customers in the 
remaining 16 gas rate schedules. 
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Utilizing this methodology, FPU 
provided its revenue data used to 
support payments made to the City 
during the 5 years reviewed, which 
included the errors we identified in the 
previous finding. We analyzed the 
data in order to determine how FPU 
applies its definitions and arrives at its 
gross revenue that is subject to the 
tax. Based on the revenue details 
provided by FPU, we found that 16% 
to 52% of FPU’s total gross revenue 
was deemed not taxable for the 
calculation of the tax payment to the 
City and averaged out to about 29% 
of FPU’s gross revenues. Excluding 
large amounts of FPU’s gross 
revenues does not appear to be 
consistent with the basic principles or 
terms of the Ordinance.  Under FPU’s 
methodology and their calculation of 
payments made to the City, their 
results were that FPU overpaid the 
City and they were owed a credit 
totaling $133,613 from 2018. 
However, it should be noted that the 
calculation included all the errors we 
identified in the previous finding. FPU 
has not made any payments to the 
City since 2018, based on the credit 
that they calculated.  Due to FPU’s 
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inconsistencies with the terms in the 
Ordinance and FPU’s errors in 
applying its definitions we could not 
rely on its methodology to calculate 
the gross revenue that is subject to 
the tax. Therefore, we conducted our 
own research and determined the 
gross revenue by including residential 
and commercial customers regardless 
of volume of use. We did not include 
customers who were classified by 
FPU for other services such as 
streetlighting services or industrial use 
services.                                                                                                                                                                                                                                                                                                                                                                                  
This methodology takes into 
consideration:                                                                                                                                                                                                                                                                                                                                                                                                                                                          
a. all residential and commercial 
customers,                                                                                                                                                                                                                                                                                                                                                                                                                                               
b. the correct Ad Valorem deductions 
in all five years, 
and                                                                                                                                                                                                                                                                                                                                                                                                                      
c. excludes municipalities that were 
included incorrectly as well as 
streetlighting and industrial 
services.                                                                                                                                                                                                                                                                                                                       
The result was that the not taxable 
revenue decreased to an average of 
about 13% of FPU’s total gross 
revenue and FPU owed the City 
approximately $82,735 and $166,165 
in 2019 and 2020 respectively.  



 

      POST AUDIT REPORT 
                            PUBLIC UTILITIES BILLING AND CUSTOMER SERVICE 

23 
 
 

 

    Legend 
◼ Implemented  
◼ Partially Implemented  
◼ Not Implemented  

No. Auditor’s Condition and 
Recommendation 

Management’s Initial Response Auditor’s Status Update 

Considering that the first known FPU 
reclassification of customers occurred 
around 2009, it is likely that the 
payments made by FPU to the City 
prior to the audit period (2016 -2020) 
were not accurate and/or were 
inconsistent with the basic principles 
underlying the terms in the Ordinance. 
 
 
RECOMMENDATION: 
The Finance Department, with 
assistance from the City Attorney’s 
Office, should ensure that the City’s 
interests are protected and ensure 
that all revenues are received by: 
a. Reviewing the Ordinance and 
determining whether there was a 
breach of contract and taking the 
appropriate action. 
b. Ensuring that the new 
ordinance/agreement: 
    1. States the terms and definitions 
to include provisions where the 
vendor is required to notify the City of 
any changes that would impact the tax 
revenue owed to the City.  
    2. Utilizes broad categories to 
determine what is considered gross 
revenue that is taxable, such that the 
vendor’s rate schedules, bill 
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classifications, rules and regulations 
etc. are irrelevant and do not impact 
the calculation of gross revenue. For 
example, commercial customers could 
include all commercial customers 
regardless of the volume of gas they 
use or whether they use a pool 
manager. This would simplify the 
process and make it more efficient to 
validate the tax payments.  
    3. Prohibits the vendor from 
updating or changing its terms and/or 
definitions, without the written consent 
of the City. 
    4. Requires the vendor to provide 
examples of how the terms and 
definitions would be applied. An 
example using historical data of the 
gas provided within the City should be 
used to demonstrate the impact of 
how the terms will be applied before 
agreeing to the terms.  
    5. Obligates the vendor to timely 
provide supporting documentation and 
that the documentation provided 
contains sufficient detail to validate 
the tax payment amount. Penalties 
should be implemented to ensure that 
documentation is provided timely and 
is accurate. 
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c. Determining whether it is in the 
City’s best interest if high volume 
accounts are or are not taxable and 
documenting the basis for the 
determination. 
d. Ensuring that there are written 
procedures and training for staff.        

 


