UnlbiitkL
¢ILE COPY

PEOPLES GAS

ACK
AFA __]
APP _

CAF

CMU

CTr _j

March 31, 1937

Ms. Blanca 5. Bayo, Director
Division of Records & Reporting
Florida Public Service Commission
2540 Shumard Oaks Blwd.
Tallahassee, Florida 32359-0872

RE: Peoples Gas System, Inc.
Earnings Review Audit
Audit Control H97-050-2-1

Dear Ms. Bayo:

The following are the responses of Peoples Gas to the audit
disclosures in the above referenced earnings review audirt:

Audit Disclosure #1
Peoples Gas agrees with this disclosure.

Audit Disclosure §2
eoples Gas accepts this disclosure for purposes of this audi

revigw,

Audit Disclosure #3
reoples Gas agrees with this disclosure.

Audit Disclosure H4
Company Response: Outside Consultant Service Expense

While Peoples Gas does not disagree with the auditor's

Statement of Facts regarding expenditures on outside consultants in
1956, we strongly disagree with the auditer's Statement of Opinion
e

that the company should amortize the expense of these consulting
projects over some period greater than one year.

The auditor is correct that Peoples Gas and its customers
should benefit from these projects over some period greater than the

r

current year. That, however, is the case with many utility

EAG e expenditures. Repairs to facilities, new tires for vehicles, even
LEG ‘ employee pay raises carry benefits for both today and the {uture,
LIN Those expenses, however are properly reported as expenses in the
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Ms. Blanca S. Bayo, Director
March 31, 1997
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Audit Disclosure #4 (Cont'd.)
Company Hesponse: Outside Consultant Service Expense

current period. Peoples Gas considers the expense of retaining
ouside consultants to be another expense that is simply a part of
prudent management in today's business climate.

Today, pe:hars even more than in the past, a prudently managed
company must continually review its organizational structure, its
E:lctical and procedures, and its fundamental understanding of the
usinesses in which it is engaged. The gas industry and Peoples Gas
face changes in complexity of doing business and changes in
intensity of competition. We anticipate that change in the industry
and the company will continue into the foreseeable future. 1In
future years, Feoples Gas may not have outside consultant expenses
dealing with the same three matters as in 1996, but there will be
E:her similar needs for consultants with expertise outside Peoples
E.

Audit Disclosure #5
Company Response: Director Fees Paid to Employees

This audit disclosure is presented without comment. Peoples
Gas believes the disclosure is inappropriate and that no adjustment
should be made based on the disclosure. The Company has two reasons
for this position.

First, these expenses are paid to emplogﬁea in recognition of
services they performed as Directors of the Company aside from and
in addition to their regular duties as employees. Second, these
expenses are accepted without adjustment in the Company's last rate
cage. Adjustments made on surveillance reports are to be the same
as those made in the Company's last rate case.

Audit Disclosure H6

Feoples Gas accepts this disclosure for purposes of this
revieuw.

51 Y

Francis J. § rd
Vice President - Accounting
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FR5-F210 PEOPLES GAS SYSTEM, INC. Page F-9
Regulated Statement of Income and Retained Earnings Period Ending 12/31/96
($ Thousands) '

12 MONTHS CNDED

ccse== G U A A E N T H 0 N T H======== wss=¥ E AR T 0 D A T E ==-== --CURRLNT MOMTH===
ACTUAL ACTUAL AGTUAL

B/ (™) THAN LAST B/ (W) TIAN B/ (W] THAN LAST CURRENT LAST

ACTUAL auDCLT BUDGLT YEAR  LAST YEAR DESCRIPTION ACTUAL BUDGET DUDGLT YEAR YEAR YEAR
2h 085 22,000 2,001 22,300 1,785 OPERATING REVENUES 60,937 56,3085 h,552 5y, 365 298,671 209,118
11,768 10,306 {v,300) 10,966 (800) COST OF PRODUCT 9,605 24,051 (3,338) 3.7 130,19 70,3104
12,119 11,698 621 11,3358 G548 NLT REVINULS 31,112 30,334 ¥5h 208,819 128,532 110,628

OTHER OPER.RLV.DED

4,592 b, 669 17 N, 711 119 0 & W EXPENSE 11, Toh 13,397 {187} 11,991 57,513 54,720
1,067 1,517 ] 1.311 (90) DEPRECIATION EXP, 0,399 4,590 191 &, 126 17,089 16, D64
L L] b | 7 2 AMORAT-LLASE |MPROV 15 23 [ 2 Th nz

6 6 [ =AGQ.ADJ. 19 18 (1) 19 11 17
1,902 1,994 1.1 (1,278) TANES-OTH.THAN |NC 8,109 5,.151° N2 1,833 21,730 7,183
1,056 18 (2n1) 1,130 TH  INC. TAXES=FEDERAL 1,516 1,363 (173 1,686 5,751 5,67h
115 114 I 1%} 108 13 =8TATE 295 227 (20 218 233 918
103 &7 18} 116 11 DEF . TAXCS-FEDERAL 31y o7 {107} T 1,606 1,293
17 11 (&) 19 2 =STATC L 13 (19) 58 ] 218
INVEST . TAX CR=NET (1 m
9,165 9,249 {116} 8.210 {1,147} TOTAL OP.REV.DED  2%,48) 25,009 (u7h) 22,318 103,023 88,240
. . . - T - - - - - - -
2,954 2,049 505 3. 118 (162) MET UTIL,OPER. INC, 5.00% 5,325 28 6,101 23,307 22,304
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PEOPLES GAS SYSTEM, INC,

Page F-10

FR5-F210
Regulated Statement of Income and Retaincd Eamnings Period Ending 12/31/96
($ Thousands)
12 RONTHS ENDLD
———— C VU AREMNT HONT Hseeaneen ====¥ E AR T 0 0 A T [ ====es ==CURRENT HONTH-=-
ACTUAL ACTUAL ACTUAL
B/ (W) THAN LAST  B/{W)THAN B (M) THAN LAST CURRENT LAST
ACTUAL BuDGE T DUDGE T YEAR  LAST YCAR DESCRIPTION ACTUAL DUDCET BUDGET YEAR YLAR TLAR
OTHER iNC.MOLD;
OTHER | NOODME ¢
INT.ADIY, | MCOME 1 1 1 51
5 3 L1 {61) MISC.NON-OPLCR, |NC 17 17 199 511 50%
OTHER IMCOME DID:
23 3 2 L} 22  MISE, INC.DED, 50 5 5 130 0 a1y
CURRENT & DETERN:
6) (a) iz) 7 13 INC.TAXES=FEDERAL {11) {2h) {13 23 (.11 W
1) [y 1 F =STATE L F4] (1) i § 1 T
111) 116} 5 11 {2k) OTHER INCRODED-MET i19) {ha) 29 02 F4] b
2,903 2,411 Slo 3,129 [188) IMC,DEF, INT,CHARGE 5,830 5,217 533 6,183 23,632 22,559
INTEREST CHARCCS:
Sh7 ST 555 [.] =L.T.NOTES 1,840 1,680 1,885 6,609 6,7Th
51 g 12) 5y 3 =Cil. LINCS 149 57 (2) 160 589 216
' T [ 1 AMORT=-DEBT DISC/EX 2 21 23 a7 92
) 8T L ha S INTERCO INT-INC/LXP 119 158 13 121 HEG a2
151 1%0 R 136 {15) INTEREST=-OTHER L3 50 {13) 29 u.!u-.a- 1,865
9 alo 11 an1 2 TOTAL INT,.CHGE 2,012 2,412 2,199 $.763 #,.h60
2, 1,623 521 2,1 (18k) WET INCOME 1,18 2,863 533 3,7T4% 13,069 12,991
MESASRSEE S CEEEENEE S TN
RETAINED CARMINGS:
EE ..
DEQINNING 90,489 90,689 86,452 $0,216 87,243
KET I1NCONE 3,18 2,865 351 3,7an 11,089 12,991
0IV.DLCLARED {10,000) (10,000}
END | KO 4,107 931,554 551 90,234 o4, 10% 90,236
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