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I . EXECUTIVE SUMMARY 

AUDIT PURPOSE: We have applied the procedures described in 
Section II of this report to audit the appended Energy 
Conservation Program Cost Schedule CT-2, page 1 of 3 prepared by 
Peoples Gas System, Inc. in support of Docket No. 950002 -EG for 
the twelve month period end~ng September 30, 1995. 

SCOPE LIMITATION: There are no confidential work papers 
associated with this report . The last dat of field work was 
November 16, 1995. The Company declined the audit exit 
conference. 

DISCLAIM PUBLIC USB: This is an internal accounting report 
prepared after performing a limited scope audit; accordingly, 
tbis document must not be relied upon for any purpose except to 
assist the Commission staff in the performance of their duties. 
Substantial additional work would have to be performed to 
satisfy generally accepted audit sta~dards and produce audiLed 
financial statements for publi c use . 

OPINION : The actual amounts on the appended Energy Conservation 
Recovery Schedules CT-2 page 1 of 3 for the twelve months ended 
September 30, 1995 represent Peoples Gas System, Inc. books and 
records maintained i n substantial compliance with Commission 
Directives . The expressed opinions extend only to the scope o f 
work described in Section II of this report . 
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:II . AUDIT SCOPE 

The opini ons contained in this report ar,e based on the audit 
work described below. When used in this report COMPILED means 
that audit work includes: 

COMPI LED: mea~s that the audit staff reconciled exhibit 
amounts with the general ledger; visually scanned accounts 
for error or inconsistency; disclooed any unresolved er=or, 
irregularity or inconsistency; and, except as noted performed 
no other audit work. 

ECCR EXPENSES: Compiled Energy Conservation Cost Recovery (ECCR I 
expense accounts. Scheduled ECCR expenses by program and by 
categories of expenses. Tested all incentive payments paid 
under the Gas Space Conditioning Program for compliance with 
approved criteria. Tested Outside Services payments greater Lhan 
$10,000 charged to Common Costs. 

ECCR R.EVENUE1 Compiled ECCR revenue accounts. Recalculated ECCR 
revenues and recomputed total and net conservation revenues 
using the FPSC approved Conservation Cost Recovery Factors. 

ECCR TRUE-UP: Compiled ECCR true-up accounts. Agreed beg i nn i ng 
of period true-up to prior year f iling with adjustments for 
prior period adjustments. Recomputed current period true -up 
us~ng audit detenlined revenues and expenses. 

OTHER: Read permanent file notes from reading Company Board of: 
Directors minutes and external auditor's working papers. 
Performed analytical review of all conservation programs . 
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AUDIT DISCLOSVRB 110 . 1 

SUBJECT : Outside Services 

STATEMENT OF FACT : 

The company's filing (schedule CT-2, page 2) shows $250,687 for 
outside services charged to common costs. The costs charged in 
recent years were~: $54 , 456 ; ~: $79,582; and~: 
$252,083 . 

Outside servic~s booked to common costs account 908.01 is 
$250,688. 

Order PSC-95-0398-FOF-EG, pages 8 and 9, issued March 23, 1995, 
states: 
"Our decision regarding the exclusion of Conservation Goals 
Docket expenses from pass- through recovery shall carry 
forward to f uture dockets setting forth conservation goals." 

"Section 366.82, Florida Statutes, provides an incentive for 
the companies to implement conservation programs by providing 
for direct =oat recovery." 

AUDIT OPINION AND CONCLUSIONs 

The Commission allows recovery of only costs dir~ctly related Lo 
energy conservation programs. The costs below do not directly 
relate to existing energy conservation programs and should be 
disallowed. 

Invoices greater than $10,000 for outside services charged to 
common costs total $117,217. Only $10, 425 relate to approved 
energy conservation programs. 

Charges not directly related to existing energy conservation 
programs total $106,792 and represent the legal and outside 
consult ing work described below. 

Legal c?sts ($53 .043 ) ; work on the conservation goals docke t, 
TECO Water Heating "R&D" Program, Gas DSM Cost Effectiveness 
Methodology, and Demand Side Management. 

Outside consultant work; a study summarizing Company 
historical data ($30, 123); cost effectiveness development 
($10,915}; and an engineering ohi)ler option study for an 
existing gas customer ($12,711}. 

Energy conservation costs are overstated by $106,792. 

COMPANY COMMENTS: 

The Company may respond at a later date. 
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• AUDIT DISCLOSURB NO. 2 

SUBJECT : Gas Space Condit:ioning Program Incent:ivee 

STATEMENT OF PACT: 

The Company's filing (schedule CT- 2, page 2) shows incent:ives of 
$52,100 , whi ch agrees to the gene r al ledger . 

The incentive program criteria are: 

1 . Available t:o customers replacing electric space 
conditioning wit:h gas equipment having a COP of .8 or 
above . 

2. Allowance $150.00 per ton/Maximum up to first 100 
tons/project. 

Seven incentive payments comprised the total disbursed. One was 
for 2 chillers of 560 tons each, where the Company paid $20,000. 
The incentive allowed computes to $30,000. 

The company negotiated with Southern Natural Gas to pay the 
customer an incentive o f $40,000. Each company split the 
incentive and agreed to pay $20,000. 

• AUDIT OPINION AND CONCLUSION : 

• 

This disclosure describes wha t occurred for information purposes 
LO t he Commission. 

The calculation for the total i ncentive is: 
$30 , 000 [~ 2 X $150 X 1 00) 

COMPANY COMMENTS: 

The co~pany may respond at a later date . 
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SCHEDULE CT-2 COMPANY: Peoples Gas System. Inc. 

PAGE 1 OF 3 • ANALYSIS OF ENERGY CONSERVATlON PROGRAM COSTS 

ACTUAL VERSUS ESTIMATED 

MONTHS: OCTOBt::R 1994 THROUGH SEPTEMBER 1995 

ACTUAL PROJECTED' DIFFERENCE 

CAPITAL INVESTMENT 0 0 0 

. 
PAYROLL & BENEFITS 410.040 358,898 53.142 

MA TERtALS & SUPPLIES 10,981 13,732 (2.751 

ADVERTISING 1,437 15,000 {13,533 

INCENTIVES 4 ,840,557 o.o82.n8 (1.242.221 

OUTSIDE S,ERVICES 250,087 190,\ 99 ~ .• 88 

VEHICLES 311,045 31.281 7,604 

• OTHER 481439 30401 17.978 

SUB-TOTAL 5,001,258 0,726,3-49 {1.125,093 

PROGRAM REVENEUS 0 0 0 

TOTAL PROGRAM COSTS 5,601.250 8,728,3-49 {1,125.093 

LESS. 

PAYROLL ADJUSTMENTS 0 0 0 

AMOUNTS INCLUDED IN RATE BAS 0 0 0 

CONSERVATION ADJUSTMENT 
REVENUES {6,585,425) (3,052.887) (3.532,538 

ROUNDING ADJUSTMENT 0 0 0 

TRUE-UP BEFORE INTEREST (1184,166) 3,673,462 (4,657.628 

INTEREST PROVISION ~~8) 58,890 ~~ 

END OF PERIOD TRUE-UP (1 ,020,434) 3,732,152 {4.752.586 

• () m::rLECTS OVI:R·RECOVERY 

• 2 MONTHS ACTUAL AND 10 MONTHS PROJECTED 
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Comzmmoncrs. 
St:SA~ F. CLARK. CHAikMAN 
J TERRY DE.ASOl\ 
JL"LIA L JOIINSO:o\ 
Di 4.S E 1\ KIESLI!\G 
JOE GARCIA 

Peoples Gas System. Inc. 
Ann: Jack E. Uhl 
Post Office Box 2562 
Tampa Florida 33601-2562 

Dear Mr. Uhl: 

State of F1orida 

December 1, 1995 

DIVISION OF RECORDS & 
REPORTING 
BLANCA S. BA YO 
DlRECTOR 
(904) 413-6770 

RE: Docket No. 950002-EG -- Peoples Gas System, Inc. 
Conservation Audit Repon - Period Ended September 30. 1595 
Audit Control #95-223-2-1 

The enclosed audit rcpon is forwarded for your review. Any company response Cilctl wath tht~ 

ollicc wuhm ten ( 10) work days of the above date will be forwarded for consideration !1) the staff 

analyst in the preparation of a recommendation for this case . 

Thank you for your cooperation. 

IJSU/rnas 
Enclosure 
c.:: : Public Counsel 

Landers Law Finn 

Sincerely, 

CAPITAL CIKCLE OFFICE CENTER • lS40 SHUMARD OAK BLVD • TAllAHASSEE. FL 31399.0850 
Aa Affirm&UYt Act~ ~ ~ 
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