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CASB 8Acmaoutm 

In a letter dated July 11, 1996, Peoples Gas System, Inc . 
(Peoples Gas or Company) stated that any revenues contributing to 
a return on equity in excess of 12.25t for the calendar year 1996 
would be held subject to Commission jurisdiction and disposition . 
The Company stated that it anticipated its earnings would remain 
within the authorized range for the remainder of the 1996 calendar 
year . However, in the event that earnings were above the range, 
the Company urged the Commission to defer the excess earnings to 
a later period. According to Peoples Gas, the deferral would 
provide a longer period of stable rates benefitting its customers . 

After auditing and reviewing the Company's surveillance report 
for the 1996 calendar year, Staff has determined that the Company 
earned in excess of 12.25t, as discussed below. 

In addition to responding to the Staff's audit report, the 
Company also responded to several other adjustments proposed by 
Staff : PGA and conservation Overrecoveries, Environmental Costs ; 
and Intercompany Accounts Payable. The Company's position, if any, 
on each adjustment will be discussed separately. 
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DOCKET NO. 971310-GU 
DATE: October 23, 1997 

DISCDSSIQB OF ISIDIS 

ISSUE 1: What is the appropriate rate base for 1996? 

REQQMMENPATIQN: The appropriate rate base is $249,033,703. 
(Schedule 1) (L. ROMIG) 

STAFF ANALYSIS: Per the December 1996 Earnings Surveillance 
Report, the Company reported a total •ppsc Adjusted« rate base of 
$253, 138, 000. Based on the adjustments discussed below, the 
appropriate rate base is $249,033,703 for 1996. 

Adjustment 1; Deferred Bnviron...,tal eo.t• - Correction of Error -
By Order No. 16313, issued July 8, 1986, in Docket No. 850811-GU, 
Peoples Gas was first authorized to amortize $1.2 million in 
estimated and projected environmental clean-up costs associated 
with its manufactured gas production plants over a 5 year period. 
The effective date of the new rates was July 18, 1986. The Company 
began its amortization in October 1986, which coincided with the 
first month of its fiscal year. Staff believes the Company should 
have begun the amortization in August 1986, the first full month in 
which the new rates were in effect, in order to have a proper 
matching of revenues and expenses. Therefore, Deferred 
Environmental Costs should be reduced $40,000, also reducing 
working capital. 

By Order No. 23858, issued December 11, 1990, in Docket No. 
891353-GU, the Company was authorized to increase its amortization 
of environmental clean-up costs from $240,000 to $1,248,000 
annually, effective November 1, 1990. In the Company's last rate 
case (Docket No. 911150-GU), the Staff auditors determined that the 
Company made an error in calculating the amortization for the 
fiscal year ended September 1991 by using the wrong monthly 
amortization amount for 11 months of the historical test year. As 
a result, the Company understated 1991 expense and overstated 1996 
deferred costs by $220,000. 

Based on the above, Staff recommends that the Company be 
ordered to record additional amortization of $260,000 for years 
prior to 1996. In addition, Staff recommends that working capital 
for 1996 be reduced by $260,000 to correct these errors. 

Adjustment 2: Deferred Bnviromaental Costs Based on the 
discussion of Adjustment 7, under Issue 3, Staff recommends that 
working capital be reduced by $949,297. 
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DOCKET NO. 971310-GU 
DATE: October 23, 1997 

Adiustment 3; Conservation and Gas OYerrecovery - The Company made 
adjustments to remove conservation and fuel overrecoveries from 
working capital, thereby increasing working capital by $1,935,000 
and $960,000, respectively. Baaed on COmmission practice, recovery 
clause overrecoveriea are included as reductions to working 
capital. 

In its response to this Staff adjustment, Peoples takes the 
position that its accounting for PGA/ECCR overrecoveries is 
consistent with the method used in its last rate case and no Staff 
adjustment should be made. 

Including overrecoveries in working capital is a long standing 
Commission practice. In Order No. 13537, Docket No. 830465-EI, the 
Commission reaffirmed ita action in this area by stating: 

In Order No. 9273, Docket No. 74680-CI, we 
determined that interest should be applied to 
over/under recoveries in order to counter any 
incentive to bias projections in either 
direction. If the ratepayer has to provide the 
interest on both over /under recoveries, the 
Company will have no incentive to make ita 
projections as accurate as possible. 

In FPL'a last rate case and in subsequent rate 
cases involving other electric utilities, we 
have consistently determined that adjustment 
clause over recoveries should be included as a 
reduction to working capital. 

In addition, the Commission, in Order No. PSC-93-0165-FOF-EI, 
Docket No. 920324-EI, stated: 

By stipulation, the Company [Tampa Electric 
Company] has agreed that the Commission's 
policy of including net over recoveries in 
working capital and excluding net under 
recoveries is the appropriate treatment. Net 
under recoveries, which are assets, are 
excluded from working capital, and net over 
recoveries, which are liabilities, are 
included. We accept and approve the 
stipulation. In its filing, the Company 
incorrectly removed both over recoveries and 
under recoveries. 
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DOCKET NO. 971310-GU 
DATE: October 23, 1997 

• 
Further, the Commi88ion •tated in Order No. PSC-94-0452-FOF­

GU, Docket No. 930091-GU: 

This would result in the ratepayers providing 
the interest that the Company [West Florida 
Natural Gas Company) would return to them. By 
the same token, unrecovered costs should be 
excluded from working capital. To include 
those costs would allow the Company to earn a 
rrturn on the under recovery plua recover the 
interest through the recovery clause. 

Most recently, in Order No. PSC-97-0136-POF-GU, Docket No. 
970023-GU (Chesapeake Utilities), the Commission stated: 

It has been our policy that these over 
recoveries should be treated as cost-free 
liabilities which are used to reduce a 
utility's working capital allowance. See 
Docket No. 830012-A. (Tampa Electric Company) 
and Docket No. 960502-GU (City Gas Company) . 
If over recoveries are not recognized in 
Working Capital, Rate Base is increased and 
the utility earns a return on the over 
recovery. In other words, the ratepayer 
provides the interest on the over recovery. 
By including over recoveries as a reduction to 
Working Capital, a Company will have an 
incentive to make its projections for the cost 
recovery clause as accurate as possible and 
avoid large over recoveries. 

As stated in the above orders, the rationale for including 
overrecoveries as a reduction to working capital is 1) to provide 
an incentive to utilities to make their projections as accurate as 
possible, and 2) to protect the ratepayer from paying interest on 
the overrecovery. 

Ratepayers pay interest to the Company on underrecoveries and 
the Company pays interest to ratepayers on overrecoveries at the 
commercial paper rate. If an overrecovery is not included in 
working capital, then the ratepayer is paid the commercial paper 
rate by the Company but at the same time, the Company is allowed to 
earn the overall rate of return on the increased rate base. This 
gives the Company a bonus instead of a penalty when coat 
overrecoveries occur because the overall cost of capital is higher 
than the commercial paper rate. Peoples' overall rate of return is 
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• 
DOCKET NO. 971310-GU 
DATE: October 23, 1997 

9.26% and the average commercial paper rate was 5.70%. Therefore, 
the Company earns more than it is paying out. For instance, in 
this case the Company would earn approximately $432,000 on a higher 
rate base and pay the customer $165,000 at the commercial paper 
rate. When the overrecovery is included in working capital, rate 
base is reduced and the COmpany must pay interest to the ratepayer 
at the commercial paper rate. Only in this case is there a penalty 
to the Company. 

Therefore, Staff recommends that working capital be reduced 
$1,935,000 and $960,000 to include conservation and fuel 
overrecoveries, respectively. 
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DOCKET NO. 971310-GU 
DATE: October 23, 1997 

ISSUE 2 : Wha t is the appr opriate we ighted average cost of c apit al 
f o r Peoples Ga s for the period ending December 31, 1 996? 

RECOMMENDATION: Based on the return on equ ity cap of 12 .2 5 \, the 
appropriate weighted average cost o f capital f o r measuring e xces ~ 
ea rn i ngs is 9. 26\ . (LESTER} 

STAFF ANALYSIS : Rate base is the utility ' s inve stment in plan t and 
working c apital and is primarily derived from t he asset s side o f 
the balance sheet. Total capital represents the sources o f capital 
f o r the Company and is primarily derived from the liabil ities and 
common equity side o f the balance sheet. In reconciling capit al 
structure and rate base, the Company is showing its inve stment 1n 

ra te base and how it financed that investment. 

Utilities file Earnings Surveillance Reports with the capital 
struc ture reconciled to rate base. Typically , sources of funds 
canno t be traced to uses of funds . Funds are fungible, i.e . . 
interchangeable. The refore , the Commission usually r econciles 
diffe rences between capital structure and rate base wi th pro ra ta 
adjustments over total capital. However , under certain 
circumstances it is appropriate to make specific ad justments to 
capital structure components . In these cases, specific adJ ustments 
are necessary to more accurately refle ct the true cost of provid1ng 
serv ice. After all specific adjustments have been ma de, any 
additiona l ad j ustment necessary to reconcile c apital s tructure and 
raL e ba se wil l be made on a pro rata basis . From t he rec oncil ed 
capita l structure , the overal l r ate of return is calculated a nd 
appl ied to rate base to calculate the allowed net operating income . 

I n its December 1996 Earnings Surveillance Report Summary, 
Peoples Gas r econci led capital structure and rate base wit h 
s pecific and pro rata adjustments . The pro rata adjustmen t s wer~ 
made o ver all sources o f capital . Unusually, these p ro r ata 
adjustments were positive, meaning the beginning balance of tot al 
c apital was increased to match rate base . This occurred beca us<· 
the Company prorated an intercompany payable , amount~ng t o 
$7,724 , 0 00 , o ver all sources o f capital. Thi s adjustme n t i s 
consist e nt with t he treatment allowed by Order No. 23858, i ssued 
Decemb~ t 11, 1990, i n Docket No. 891353-GU. For the rate case in 
Docke t No . 9 11150 - GU, capital structure and rate base were 
1 r conc i J 1'd w1tll pro rata adjustments over i nvestor sources o f 
~·dpitdl and customer deposits . 

As represented in the rate case in Docket No. 891353 -GU, the 
i nt e r company payable is an interest-bearing account and is the sum 
o f all transac t ions that occur between Peoples Gas and any of i ts 
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non - u t ili t y af fil iates . This amount was not included as a 
l iabi l ity in t he calculation of working capital, the r e f o r e, i t 
i nc r e ased work i ng capital and was reconciled to th~ c a pital 
s tructure as a pro rata inc rease to all sources of capital. 

As discuss ed in Order No . 23858, issued December 11 , 1990, t hP 
r eason fo r th i s treatment i n Docket No. 8913 53 - GU was that the 
Co mpany used t he intercompa ny payable to balance c he ba l ance s hee t 
f o r t he p r oj ect ed test year, and the pro rata increase in cap it a l 
was a nalogous t o the pro rata decrease in capital t hat resu l ts whe n 
temporary c ash investments are removed from wo rk ing c apita l. 
Fur t he rmo re , as d i s c ussed in the staff recommendat ion t o the 
Commission in Docket No. 891353-GU, filed October 4, 1990, beca use 
the intercompany pa yable was a balancing amount, at t he t ime o f t he 
ra te c ase Staff bel ieved that the payable might no t actua l l y exi sr 
during the proj e c t e d test y e ar . 

The Co mpany believes the pro rata treatment o f the 
intercompany p a yable should continue . In a letter to Staff , the 
Company stat e s that the Commission has historic ally remo ved fro m 
r a t e b ase a ll intercompany accounts whether payables or 
recei v a bles . I t f u rther states that in every rate c a se i n t he 
Company ' s h is t o ry, this adj ustment has been made on a p r o ra ta 
bas i s over a ll s ources of c apital. Finally, the Company notes tha t 
s p e ci fica lly i dentifying the intercompany payable as a s o urc e o f 
capi tal i s completely inconsistent with the treatment presc r ibed in 
Peopl es ' last r ate case or any previous case. 

Staff bel ieves that it is important to distinguish between a n 
e a r nings r e v i e w a nd a rate c ase . Although each company mu s t f ile 
an ea rnings surveillan c e reports consistent wi t h Commisston 
adJustme nts in i ts las t rate c ase, further a djustme n ts d t e 

necessa ry t o a ccurately measure earni ngs. For example, a Company' s 
last rat e ca se is u s ually based on a projected t e st year , but the 
subsequent s u rveill anc e reports are always histo rical . Also, a 
rate case may conta in amort i zation of an item that is approp riatel y 
e xpensPd ent i r e ly dur i ng the h istorical surveillance perio d . 

Staff belie ves the i nte r company payable should be inc luded in 
the capital st r uc ture a s short - term debt for the foll owing r easons. 
Fi r st , du r ing 1996, t he intercompany payable e xi s ted as a n 
i nterest-bearing amo unt . That i s a histori c al f a c t . Unlik e Lht: 

1·ate <' ;"lnP i n Docket No . 891 353 -GU, it is not a balancing entry f o r· 
! llllJt.·c ·t t o n pUliJOSes. Se c ond , t h e i ntercompany payab le is t 1e d t o 
d spec 1f1c i nterest exp e nse . By inc luding the intercompany payab l e 
as s ho rt - t e r m debt i n the c ap i t al structure, the Commiss i o n wi 11 
allow the Company to recov e r i t s appro priate interest e xpense . I f 

- 7 -



UOCKET NO. 971310-GU 
DATE : October 23, 1997 

the i ntercompany payable is pro rated over all s o urces o f capit.~ ·. 
it wi ll earn the o verall rate of return, whi c h is h igher tha n ll! ; 

interest rate . Finally, Staff not e s that the payable was i n ter~sl 
bearing. In this respect, it is like any o ther debt instrume n t 1 n 
the Company's capital structure. The intercompany payabl P supp lJ•·cl 
funds t o the Company that o therwise would be supplied by i nves t o rs. 
There fore, Staff recomme nds that the Commiss ion i nclude L ll{· 
int e r c o mpany payable as short-term debt in the capital s tructu t ~. 

On Sche dule 2 , Staff included $7,724 ,000, the amo u nt o f t hP 
1ntercompany payable, as a specific increase to short-te rm d f·ht. 
Staff c alculated the 6\ interest rate by dividing inte r eo t C' Xp t·n:H· 
fo r the year by the amo unt of the payable. 

In o rde r t o reflect Staff's adjustment expe nsing e nv i r o nmental 
cos t s, Staff reduced common equity and deferred taxes by $ 75 4 , 000 
a nd $4 55 ,000, respectively. The Co mmission set the Compa ny' s 
t·e turn o n equity at 11 .25\, wi t h a range of plus or minus 100 basis 
p o i n t s . (See Order No . PSC-93 - 1 773-FOF-GU, issued December l Cl, 
1 99 3 , in Docke t No. 931101-GU . ) Using the top of t he 1·anqe, 
1 2 .2 5\, f o r measuring excess earnings, Staff has cal c ulated the 
we ighte d ave rage cost of capital at 9.26 \ . 
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DOCKET NO. 971310-GU 
DATE: October 23, 1997 

• 
ISSQE 3: What is the appropriate net operating income for 1996? 

RECOMMENDATION: The appropriate net operating income is 
$23,125,999 for 1996. (Schedule 1) (L. ROMIG, C. ROMIG) 

STAFF AftALYSIS: Per the December 1996 Earningc Surveillance 
Report, the Company reported a •FPSC Adjusted• net operating income 
of $24, 051, 000. Based on the adjustments discussed below, the 
appropriate net operating income is $23,125,999 for 1996. 

Adjustment 4: OYeraccrual - IBM Studie• - In May 1996, the Company 
accrued $250,000 to expenses for a •tudy being performed by IBM. 
According to the Company, the actual cost of the study was 
$188,600. In March 1997, the Company credited expenses $6i,400 ~o 
reflect the actual cost. Therefore, it would be appropriate to 
reduce 1996 expenses by $61,400. (Audit Disclosure No. 3) Peoples 
Gas agrees with the adjustment. 

Adjustment 5: Director Pees - Two of the Company's directors, who 
are also employees of the Company, were paid $2,000 each in 1996 
for director fees. Expenses should be reduced by $4,000. 

The Commission, in Order No. PSC-95-0964-POP-GU, issued August 
8, 1995, and in Order No. PSC-96-1188-POP-GU, issued September 23, 
1996, denied West Florida Natural Gaa and St. Joe Natural Gas, 
respectively, the allowance of directors' fees for those directors 
who were already compensated through the payment of salaries. The 
Commission found it appropriate to reduce expenses for director 
fees in each of these overearnings dockets. Similar adjustments 
were not made in prior rate cases or other earnings dockets for 
these companies. 

The Company believes that no adjustment should be made based 
on the disclosure for the following reasons: 1) the expenses are 
paid to the employees in recognition of the services performed as 
directors in addition to their regular duties, and 2) no adjustment 
was made for these expenses in the Company's last rate case. 

Staff believes that it is appropriate to distinguish between 
an earnings review and a rate case. Although the companies must 
file their earnings surveillance reports consistent with Commission 
adjustments made in their last rate case, further adjustments may 
be appropriate to accurately measure earnings and also reflect 
current Commission policy. Por example, a Company's last rate case 
is usually based on a projected test year, but the earnings reports 
are based on historical data. Staff, therefore, recommends chat 
expenses be reduced by $4,000. 
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DOCKET NO. 971310-GU 
DATE: October 23, 1997 

Adjustment 6; Charitable Contributions and Chamber of Commerce 
Dues - During the audit of the 1996 surveillance report, a sampl e 
o t Lhe transactions recorded in the managers' working funds wa s 
reviewed for the proper treatment of employee activi ties o t 
civic/social c lub dues. Based on this review, it was determi ned 
that expenses included $18,767 and $6,040 for charitable 
con tri butions and chamber of commerce dues, respectively. Since 
similar adjustments were made in the Company's last case, it woul d 
be appropriate to reduce expenses by the above amounts. (Audit 
Disclosure No.6 ) The Company accepted the disclosure in iL H 
response to the audit report. 

Adjustment 7; Environmental Costs - By Order No. PSC- 92 -0924- FOF ­
GU, in Docket No. 911150-GU, the Company ' a last rate case, the 
Commission authorized the Company to amortize $1,248,000 in 
environmental costs annually based on a 5 year amortization peri od 
begi nning o n No vember 1, 1990. The Commission then opened Docket 
No. 93 1101-GU to investigate the appropriate equity return for 
Peoples Gas. In Order No. PSC-93-1773-FOF-GU, issued December 10, 
1993, the Commission reduced the Company's ROE from 12.00\ t o 
11 .25% , plus or minus 100 basis points, beginning January l , 1994 . 
:r n the same Order, the Commission ordered Peoples Gas to f ully 
amo rt i ze $2, 4 96 , 000 in environmental clean-up coste by Septt:!anbc 1 

30 , 1994. Since then, the Company has been deferring all 
enviro nmental costs incurred. Staff believes that. the Company 
should be expensing these costs as incurred because the Company diJ 
n o t lw v e e xplicit Co mmission authorization to defer the costs. 

Peoples Gas submitted the following position on thi s 
adj ustment. 

Pco p I 1'!3 has been properly authorized by the 
Commission to utilize deferral accounting 
treatment. The Commission first authorized 
Peoples to utilize deferral accounting for 
en v i r o nmental coste in its 1985 rate c ase 
(Docket No . 850811-GU). The Company's 
position supporting deferral accounting was 
then and remains today, that environmental 
costs are outside the Company' a control in 
either magnitude or timing, and are so 
unpredicta ble and erratic from year to year 
that de ferral a ccounting is the only 
appro priate accounting method with which to 
acco unt for them. The Commission agreed wi th 
t he Company's position in its 1985 decisi o n 

- 10 -



' " " "l<I·:T Ntl . '1"/1310 - GU 
lJXI"E : October 23, 1997 

and has consistently reaffirmed its decision 
in subsequent rate cases (Docket 891353 -GU and 
91 1150-GU). In November 1993, Peoples entered 
into an agreement in which the Company agreed, 
among other things, to accelerate the 
a mo rtization o f previously incurred 
e nviro nmental costs . That agreement did not 
change the Commission's authorization for 
Peoples to use deferral accounting for 
environmental costs. 

As stated above, the Company has been deferring al l 
environment al costs since September 30, 1994, i nstead of expensi ng 
them. Staff believes that the Company should be expensing these 
costs because it was allowed $1,248,000 in expenses in its last 
rat e c ase and does not have the specific authority to defer t hese 
costs without Commission approval . Staff reviewed prior orders 
addressing e nvironmental costs and did not find Commi ss 1o n 
authorization for Peoples to utilize deferral accounting . 

Based o n the above, Staff recommends that the deferred balance 
at t he end o f 1995 should have been expensed in 1995, and current 
expenses s hould be increased by $1,629,373 for environmental costs 
i ncurred dur ing 1996 . In addition, working capital should be 
reduced by $ 94 9 ,297 for the $452,352 incurred prior to 1996 and Lhe 
13 month average of the costs incurred in 1996 . If, during any 
ye ar in t he futu re, the Company incurs environmental expenses o f 
s uch magnitude as to distort earnings, or for any other reason, 
then the Company should file a petition requesting Commi ssi o n 
approval to utilize deferral accounting or reserve accoun ting . 

J'ld justme nt 8: Taxes Other Than Income - Staff auditors revie wed 
tht:: tax returns and property tax assessments paid by the Company 
and determined that Taxes Other Than Income is understated by 
$11,784. Thi s amount is based on two adjustments. First, propert y 
t a xes should be increased by $8,893 to the amount that was pa id i n 
1996 . (The resultant amount recommended is net of maximum 
discoun t s available .) Se cond, Regulatory Assessment Fees should be 
i n c reased by $2,8 91 for a credit adjustment relating t o No vember 
1995 taxes that was not booked until January 1996. Because t he 
adj ustment was no t booked unt il 1996, the Regulatory Assessment 
Fees r eEl e c ted i n the general ledger and in the ESH were 
u nderstated f or t he c alendar year 1996. In its respo nse t o thP 
Audit Repo rt , t he Company agrees with these adjustments . 
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DOC'KET NO . 9713 10 - GU 
DATE: Oc tober 23 , 1997 

Ad j us tme nt 9 : Tax Effect of Net Operating Income Ad j ustme n ts -
Because o f the adjustments made to net operat ing inc o me , it is 
a ppropriate to r educe income taxes b y $598,279. 

Ad i us t me nt 10; Interest Reconciliation The Comp a ny m.t•lo- o1 1t 

adjustment of $ 4 3 ,000 to reduce i n c o me taxe s . Th i s ddjustment 
reconciles t he interes t u s e d in the c al c ulatio n o f the i n come ta x 
e xpe n FH' to t hat intere st which is inherent in the r e conc il ed 
L·.tp j Lal st ruc t ure . Based on Staff's recommended adj ustme n ts t o 
rate base, income taxes should be reduced an additiona l $27, 670. 
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DOCKET NO . 97 1 3 10 -GU 
DATE: Oc tober 23, 1997 

ISSUE 4: What is the amount of excess earnings for 19967 

RECOMMENDATION: The amount of excess earnings 
$107,181, plus interest of $9,321, for a total 
(Schedule 1) (L. ROMIG) 

for 1996 is 
of $116,502. 

STAFF 1\NJ\LYSIS: Based on its recommendations in the above issues, 
Staff has determined that the excess earnings for 1996 are 
$107,181, plus interest of $9,321 calculated through December ~1, 
1997, for a total amount of $116,502. 
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DOCKET NO. 971310-GU 
DATE: October ~3, 1997 

• 
ISSQE 5: What is the appropriate disposition of the 1996 excess 
earnings? 

RECOMMENDATION: Staff recommends that the $116,502 excess earnings 
be refunded through the PGA Clause effective January 1, 1998. 
(MAKIN) 

STAFF aNALYSIS: Staff has reviewed the Company's balance sheet and 
is not aware of any large regulatory assets that the overearnings 
could be applied to other than the Deferred Environmental Cost 
previously addressed under Issue 3, Adjustment 7. For this reason, 
Staff recommends that the $116,502 be refunded through the PGA 
Clause by crediting fuel expense for the month of January, 1998. 
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DOCKET NO. 971310-GU 
DATE: October 23, 1997 

ISSUE 6: Should this docket be closed? 

• 
RECOMMENDATION: Yes. If no person whose substantial interests 
are affected by the Commission's proposed agency action timely 
files a protest within 21 days of the issuance of the order, this 
docket should be closed. (KEATING) 

STAFF ANALXSIS: Pursuant to Rule 25-22.029(4), Florida 
Administrative Code, any person whose substantial interests are 
affected by the Commission's proposed agency action shall have 21 
days after issuance of the order to file a protest. If no timely 
protest is filed, the docket should be closed. 
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DOCKET NO. 971310~ 
DATE: October 23, 1997 

PEOPLES GAS SYSTEM, INC 
Docket No. 971310.0U 

• 
CALCULATION OF 1888 EXCESS REVENUE 

NET OPERATING INCOME PER ESR 
Adj. 
No. Staff Adjustmenll: 

4 Overacc:rual· IBM ltUdlel 81,400 
5 Director Fees 4,000 
6 Charitable Contributions 18,787 
6 Chamber of Commerce 8,040 
7 Environmental Cotta (1,828,373) 
8 Taxes Other • Understated ($11,784) 

9 Income Taxes 518.279 
10 Interest Reconc:llletlon 27.870 

Total Adjustments 

Adjusted NOI 

RATE BASE PER ESR 

Staff Adjustments: 
1 Unamortized Environmental Colli eon.ct Errors ($280,000) 
2 Deferred Environmental Ca.ta (948,287) 

3 Conservation Overrecowry (1,135,000) 
3 Gas Overrecovery (980.000} 

T olal Adjustments 

Adjusted Rate Base 

ROR 0 12.25% ROE 
Maximum allowed NOI 
Achieved NOI 
ExcessNOI 
NOI Multiplier 
1996 Excess Revenue 
Interest 
TOTAL1996 EXCESS REVENUE 
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SCHEDULE 1 
PAGE 1 OF 1 

X 

X 

Schedule 1 
23.()d-V7 

$24,051.000 

(925,001) 

$23~J999 

$253,138,000 

(4,104,297) 

$249,033,703 

9.28% 
23,060,521 
23!125,999 

65,478 
1.8389 

107,181 
9,321 

1116,502 



PEOPlES GAS sYSTEM Sd~e~Ue2 cc 
DOCKET NO W1310-GU ~ >~ 

~~ 
11111 CAPITAL STRUCTURE •• tiJ 

~ 

COI/6>AHY STAFF oz 
AOJUSTUENTS AOJUSTUEHTS no 

REVERSE COST WEIGHTED IT• 
0 

P£R TOTAL COIII'Ntt RATIO RATE COST 
i~ lOOKS SP£CifiC PRORATA COlli' ANY PRO RATA SPECIFIC PRO RATA ADJUSTED ~ ~ ~ 

LONG TERM....- IZ,331,GOO cat.ooat U02.GOO ... 111,GOO (3.50Z.CIIIOt 0 (14,000) It ,345,GOO 32. ... .. .,. 2.tft 111-' 
w 

SHORT TERM....- 0 0 0 0 0 7,724,GOO (1.000) 7,711,GOO S.1ft I. Oft 0.1 ... N 1-' 
CCMIERCIAL DIPCIITS 1U12.GOO 0 157,GOO 20, M,GOO (157.110Gt 0 (3.0001 1I,IOI,GOO 7 .... 7.0ft 0 .... :• RESIDENTW. IIB'OaTS 4,010,GOO 0 172,0110 4,11Z.GOO (1n.ooat 0 (11,000) ,_ .. ,GOO ,_.,.. ..... 0.1ft 
IIW:TNE~ -.GOO 0 2.000 S7,GOO CZ.ooat 0 0 -.GOO 0.01 .. O.Oft O.Oft 
CCMION ECUrt 111,331,GOO (5. ...... 4, ... 000 117,328,GOO (4 ....... (714,000) (11.000) 11, ,145,GOO ... .,.. 12.2fto 5.4ft IQ 

IQ 
DEFt:ititED IIICaiiE TAXES 21 .... GOO 0 141.000 22.103.GOO (MI.ooat (451.000) 0 21 ,503,GOO Uft O.Oft O.Oft ....a 
TAX~COST 0 2.11?,GOO 124,000 S,011,GOO (124,ooat 0 0 2,11?,GOO ,_, ... O.Oft O.Oft 
TAX CREDfTS.MIIJHT' COST 0 0 0 0 0 0 O.Oft O.OIM 0.00.. 
TOTAL -. •• GOO (3,..,,., 10,441,000 251,1 .. GOO (10.441,00Gt 1.115.000 (177,000) 241,033,703 100.0ft t.2ft 




