OFFICE OF THE CITY AUDITOR
COLORADO SPRINGS, COLORADO

12-23 Electric and Gas

Cost Adjustments

November 2012

Purpose

The purpose of this audit was to evaluate whether Colorado Springs Utilities
prepared the Gas Cost Adjustment (GCA) and Electric Cost Adjustment (ECA)
in accordance with the approved tariff. The methodology was compared to
prior filings for consistency, and calculations were tested for accuracy.

Highlights
Based on our review of the calculations and related background information, the GCA
and ECA were calculated in accordance with the approved tariff.

GCA

e The last GCA adjustment was effective June 1, 2012, resulting in a refund of
(5.0950) per unit.

e The under-collected balance at October 31, 2012, was ($5 million). Colorado
Springs Utilities proposes in this filing to increase the refund rate from ($.0950) to
(5.1700) per unit effective January 1, 2013.

e The last ECA adjustment was effective June 1, 2012, authorizing a rate of $.0030
per unit.

e The over-collected balance at October 31, 2012, was $1.5 million. Colorado
Springs Utilities proposes in this filing to reduce the ECA charge from $.0030 to
(5.0010) per kWh unit effective January 1, 2013.

Please let me know if you have any questions or comments.

Respectfully Submitted,

s

Denny L. Nester, MSM, CPA, CIA, CGFM, CGAP, CFE
City Auditor

Recommendations

There were no
recommendations resulting
from our review.

Management Response
No response was requested from Colorado Springs Utilities because no
recommendations were made during our review.

City Council’s
Office of the City Auditor
City Hall
107 North Nevada Ave. Suite 200
Mail Code 1542

Colorado Springs CO 80901-1575

Tel 719-385-5991

Fax 719-385-5699
Reporting Hotline 719-385-2387
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About our Office

The mission of the Office of the City Auditor is to provide City Council with an independent,
objective and comprehensive auditing program for operations of the City. Our auditing
program includes:

e Evaluating the adequacy of financial controls, records and operations
e Evaluating the effectiveness and efficiency of organizational operations

¢ Providing Council, management and employees objective analysis, appraisals, and
recommendations for improving systems and activities

The Office of the City Auditor is responsible for auditing the systems used by the City of
Colorado Springs and its enterprises, including Colorado Springs Utilities. We perform a
variety of audits for these entities, including financial audits, performance audits, contract
audits, construction audits, and information system audits. We also perform follow-up on a
periodic basis to monitor and ensure management actions have been effectively
implemented.

Authorization and Organizational Placement

Our audits are conducted under the authority of Chapter 1, Article 2, Part 7 of the Colorado
Springs City Code, and more specifically parts 703, 705 and 706 of the Code. The Office of the
City Auditor is structured in a manner to provide organizational independence from the
entities it audits. This independence is accomplished by the City Auditor being appointed by
and reporting directly to the City Council.

Audit Standards

The audit was conducted in a manner that meets or exceeds the International Standards for
the Professional Practice of Internal Auditing, a part of the Professional Practices Framework
promulgated by the Institute of Internal Auditors, with the exception of the requirements
under standards 1312 and 1321 to obtain an external quality assurance review once every five
years. We do not believe this non-compliance impacted the quality of our audit.

The audit included interviews with appropriate personnel and such tests of records and other
supporting documentation as deemed necessary in the circumstances. We reviewed the
internal control structure and compliance tests . Sufficient competent evidential matter was
gathered to support our conclusions.

City Hall ¢ 107 North Nevada Avenue ¢ Suite 200 ¢ Mail Code 1542
Colorado Springs CO 80901-1575
Tel 719-385-5991 ¢ Fax 719-385-5699 ¢ Reporting Hotline ¢ 719-385-2387
www.SpringsGov.com/OCA
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