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I. EXECUTIVE SUMMARY 

AUDIT PURPOSE: We have applied the procedures described in Section II of this 
report to &Udlt the appended EnerJy Conservation Program Cost Schedule CT-2, page I 
of3 and 2 of3 ptepazed by Peoples Ou System in support of Docket No. 970002-V for 
the t\1.-elve month period encfitla September 30, 1997. 

DISCLAIM PUBUC USE: This is an tntemal accountJna report prepmd after 

pc:rformina a limited sc:ope audit. Accordingly, this document mU5t not be relied upon 

for atiY pwpose except to assist tho Commission staff in the performance of tht'ir duties. 
Substantialllddltional worlt "-'Ould have to be performed to sawfy generally accepted 
audit standards and produce audited fmaocial statements for pubic use. 

OPINION: The ectua1 amounts on the appended EneraY Conservation Recovery 
Schedules CT-2 peaes I and 2 for the twelve months ended Septembet 30, 1997 rcp~t 
Peoples Ou System boob and records maintained in substantial compliance with 
ConurUssion ~ves. The e:xpeaod opinions extend only to the scope of work 
described in Section D of this report. 

SUMMARY n:NDINGS: Company paid $83,884 dollArS for engineering services 
charged to EnctaY Coruervation Expenx. 
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II. AUDIT SCOPE 

The opinions contained in thas report arc based on the audit work described below. When 

used in this report, the foUowing definition shall ..pply 

COMPILED: The audit staff reconciled exhibit amounts with the aeneralledaer. 
visually scanned accounts for error or inconsi!lency; disclosed any unresolved 
error, irresuJarity or inconsistency; and except as noted performed nt "thc:r oudil 
work. 

ECCR EXPENSES: Compiled EnerJy Conservation Cost Recovery (ECCR) expense 
accounts. Scbcduled ECCR expenses by program and by categories of c:xpen.ses. 
Performed tm of incentive paymenu to the Residential Replacement Prog.ram. 

ECCR REVENUES: Compiled ECCR revenue accounts. Recalculated ECCR 
revenues and recomputed total and net conservation revenues u.!ing lhe FPSC approved 
Conservation Cost Recovery Factors. 

ECCR TRUE-UP: Compiled ECCR tnae-up acc.ounts. Aareed beginning of penod 
true-up to prior year filina with ldjustmcnts for prior period adj\Ulments. Recomputed 
current period tnJe·up using audit detenni.ned revenues and expenses. 



AUDIT DISCLOSURE NO. I 

SUBJECT: ENGINEERING COST CHARGED TO CONSERVATION 

STATEMENT OF FACT: 

Owing the 12-month period endina 9/30197,$83,884 of Engineering costs, from Savage 
Engineering, were charicd to the Oas Spece Conditioning Program as conservation expense. 
Tbcsc costs rcsul!ed from ao liJeCmetll enteted into on September I, 1995 between Savage 
Engineering and Peoples Gas System. 

Agreement ~itals state that: 
"Wbereu, Peoples has developed a Market Development Program ('Program') 
for its lqe commerc:ial and industrial customers for t~ purpose of encouraging 
ita customers to install measures y,ith the ultimate goal of reducing ope.llting 
c:ostJ (or its customers and u a product of the Pro(p'aiTI,lhe Utility S«lus to have 
sufficient infonnation to evaluate the Program's cost-effectiveness. and 

Wbereu, Peeples requires a:rtain engineering services to oei1ieve the goo.J of its 
Proaram in an efficient, timely and cost effective manner, and 

Wbercu, the engineering ac:rvices which are the subject of this Agreement shall 
be provided in all of Peoples' service areas, 

Now, therefore, for good and valuable considerutinn, the receipt and sufficiency 
of which is hereby acknowledged, the parties ag~ as follows:" 

"During the t.enn of this Aareement. the Enaincer. 

(I) ... shall furnish t.cchnical support services as specifically requested by Utility thnt 

relates {sic] to the marketing of gas ... 

(2} ... a~ to provide Peoples with bi-monthly reports Cl\nceming the status of each 
cu.ttomer participating in the Program ... 

(3} ... Upon Peoples' reqUQt, ... shall assist Peoples and identify custome,-, who nrc 
willing to participate in the proaram ... 

(4} ... at Peoples' request, assist Poople:: In identifying tbt>se customen, based or. the 
results of the Walk-throughs, that d:lould be encouraaed to proceed to the 
Feasibility Study ... ptwe of the proamm ... 
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Disclosure Ho. I (con't.) 

(5) ... Upon Pooples' request, ... shall prepare a monitoring plan for specified 
measure( a) to validate actual energy consumption for the installed measure(s) ... 

(6) ... may prepare and present desianJimplementation proposals for any 
rc<:Ommcodcd measure to a customer ... " 

In response to an AudJt Request to explAin why these dollars were charged to the ECCR 
program, compaD)' IIWed thai "The cbataes wen for comprehenaive eneraY audits and 
presentations oftbe Commialon-tpproved 0u Space Conditioning Pro¥J'8111 to a customer 
which met the prognun standards. The expemes ere for teChnical consulting service$ required to 
present the conservation prosram to the prospedive participant. These: types of costs were 
anticipated by the Compeny and were included in the discussions on pages 21 0 and 211 of the 

Company's program filing. 'Thi1 effort anticipates development of specific test sites for the 
evaluallon and deiJlOOJtntion of tcc:.hnologies such u desiccant cooling ... ' and 'Criteria for 
selecting of projects for field demonstration arc of necessity open-ended and dependent on the 
developmental availability of such technoloaies for field testing.' Field demons1Illtion of 
projects of this sizo arc necessary to foster acceplance of the program and encourage p3lticipation 
m the program from simllar projects. 

In most instances, Company personnel perform energy audits, prepare prcscnuuion, w1d 

economic analyses for prospe"tive participant of energy coDJervetion programs. These expenses 
are 'directly related to energy comervatlon programs' and arc historically recovered in ECCR. 
In some cases the efforts Involved ere minimal end in others, very extensive analysts is requtrcd. 

These expense ere 'directly related to energy conscrvatJon programs' and Peoples should be 
allowed to recover thea legitimate conservation-related expenses through ECCR." 

AUDITOR OPINION: 

We defer to the opinion and judgment of the Gas Analyst 8llto whether this expense is properly 
mcludcd and should be recovered throuab the Energy Conservation Clause. 
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AUDIT DISCLOSURE NO. 2 

SUBJECT: Compliance, Classification aod Supportability of Allowance Payments of the 

~tial Electric Replacement Program. 

STATEMENT OF FACT: 

Company's Energy Conservation (EC) Allowaocc Program- Procedures M1111ual states, in part, 

that: 
a) All applications f'lt EC allowance~ must be made on o standurd .. Request for 

Natural Ou Allowance•· fonn aod must have an ossociatcd .. Geneml Sales 
Agreement" (OSA). 

b) To ensure paymef1! oftbe EC Allowance, copies of all purchas..: and inst..'lation 
invoices must be attochcd to the reqUC$t fonn. 

c) The Sales/Marketina Reptuentative should fill out the Gcncml Sales Agreement 
(OSA) con.plctely, paying c!ox auention to the Load ~ion of the GSA 
(allowance type. appliance type Gild allowance amount). This mfonnation must 

match the bformation on the request fonn fPP66). 

Where Peoples Sales cl Service dJd llfll perform the iMtallation or coru1cction of 
lhe appliance- the OSA does not have to be completed In illl entirety, but can x 
used as a .. Dammy" fonn for trac1ina and data entry purposes. In thts event. the 
lnfo.ntation roqulrecl for veriflCAtlon and paymentJ is entered on the P&SJ form os 

well as the PJS66 request form. 

d) Each type ohppliancc beina connected must be entered on the GSA as 11 ;;ne item 
in the Load section of the form. 1bc usocialed allo\'tanee code and amount must 
also be entered. 

c) Payment approval by the Division Mmaacr, or the Markctina Department 
Manaacr, is required prior to the issuance of an allo•YIIICC check. 
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Oisclosuze No. 2(con't.) 

AUDITOR OPINION: 

We judgmentally .elected four mont.hJ to rmdomly select line Item payments of ECCR 
AlJI)wances from the detail GIL for the Residential Electric Replacement Program - NC 908 12 
We then tested to detennine the Company'• compliance with its procedun:s and with the 
Commission authori2:ed alJoW~DC:e amoWltl. 

We observed that Compmy pmonnel do not always adhere to its procedures manual regurding 

steps to be perl'onned In order for an allowance payment to be made. For example, personnel did 
not always: 

I ) Include a eustomcr IICCOunt number on th~ GSA 
2) Oblain md/or retain invoic.:s for appliance not purcha.osed .Jr work not performed 

by the Peoples Ou network uf companies. 
3) Aam= the alJoW"JIICe amounts between the GSA and the Request for Allowance 

Fonn. 
4) lncludc an IUtborizcd alanature on the Request for Allowance Form. 

Two instaoces wete noted wbert' the U>mpany tnlde payments that did not comply with FPSC 
opp.rovcd alloWIIDCC amounla. The Company iocol'l"CCtly characd on allo>w-..nc:e O«::unt for 11 

warranty payment totallna $169.00. Tbe Compc~y also made an allowance: payment for a 
Triathlon unit and furnace a1 $1,440.00. The total rebate for these two items should have been 
$965.00 for a difference of$475.00. In lddltlon to the execs.~ payment amount. the rebate ror the 

Triathlon coolin& unit abould have been chatpd to Account 908.20 · Gas Space Conditioning. 

With the exception of the above listed it.enu, we noted lha! the Comp.llly proper!) paiti the 

com:ct allowance amount for tbf. of gu appllmcc being installed. 

STAFF RECOMMENDATION: 

We recommend an adjustment in the cmount of$754.00 ($169 + $475) be made 10 remove the 
above listed errora from the Energy Conservaticm Expense Recovery ClaUJC for the 12 m"lnth 

period endina Septc:mber 30, 1997. 
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I SCHEDULE CT·2 
PAGE 1 OF 3 

Peoplea Gaa System, Inc. 

AHAL YSIS OF ENERGY CONSERVATION PROGRAM COSTS 

ACTUAL VERSUS EST1MATEO 

MONTHS· OCT'08!R 1tH ~OUOH S!J"T'EM8ER 1tt7 

ACT\JAl PROJECTED' 

ICAPfTAL INVESTMENT 0 0 

I PAYROLL & BENEFITS 3t2,471 3~.8Ga 

IMA TERIALS & SUPPLIES 7,&42 13,732 

!ADVERTISING 0 16,000 

/INCENllVES S,820,530 M82.na 

OLITSIOE SERVlCES 140,783 1ie,1e9 

VEHICLES 51,326 31,281 

'01 KER "~ 30481 

SUB-TOTAL 4,250,085 a. 728,340 

PROGRAM REVENEUS 0 0 

1TOTAL PROGRAM COSTS 4,250,055 a. 726.340 

LESS 

PAYROLL ADJUSTMENTS 0 0 

AMOUNTS INCLUDED IN RATE BAS 0 0 

CONSERVATION ADJUST\IENT 
REVENUES ' (6,4ie,405) (2,882,4QP} 

ROUNDING ADJUSTMENT 0 0 

TRUE·UP BEFORE INTEREST (1,245,451) 4 ,043,1151 

11NTEREST PROVlSION !Ga,e&O) Cl1 855 

I 

END OF PERIOD TRUF·UP (1 ,:W.C, 131) " · 105,7011 

I<) REFLEC1SOVER·RECO~Y 
• 2 ~"NTHS ACTUAL AND 10 MONTHS PROJECTED 

9 

OIFFERENC 

0 

;»!i,573 

(8.IXIO 

(15,0001 

(2,482,248 

(55 438 

20.~ 

17,783 

(2.475.3~ 1 
oj 

(2. 47 5,3941 

0 

0 

(2,813.Q07l 

01 

(6.2811,302) 

180 535 
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• IIIOiii t a 111 altERAIIa4 
It: (m'l: ~ HrJtl) 

PIIIOGIIoW U: (m'l: ... liP!) 
Q l'h'E ... HDII) 

I 

~ 

,. (T'Ift ... HEM) 

tt (T'Ift ... ..,., 

l'ltCl Oil ... (m'l: ... ltOII) 

17: l'h'E ... Hllll) 

{ "''OOWt II: (1"tPe llo\liiE HrJtll 
I"''IICaMM It (T'Ift llo\liiE HlJil) 

a ITVPE llo\liiE Hflll() 

TOTAl. 

CN'IT~ 

INVUTW:HT 

0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

0 

' ,VIIOU.a 
I£MlriTS --

-
-

0 
0 
0 
0 
0 
0 
0 

312.471 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 

382,471 

PEOPLES ~ ..._ ---,.,~ 
-.... t7'"'Z-l.Q ,._.a.os,-. .... 
(VIle • I) 

~ CCMDIVATlOili'AOG.~COSTS 1'01 ~ 

F<ll' UOiffi«:: OCIOBEB \HI llmOOOH SJEPTEMBEB 1 HI 

IIMTtJtiALS& OUTSIOE 

RrP\IES ~IHC(HTMS SVMC(S II£HCU OTH(II TOT~ 

0 0 2,422,03S 0 0 0 2,422.035 

0 0 0 0 0 0 0 

0 0 2n.soo 0 0 0 2n.soo 
0 0 27,720 0 0 0 27]'20 

0 0 0 0 0 0 o, 0 

0 0 172.101 0 0 0 172,101 
0 0 518.1102 0 0 0 511,1102 

7.&12 0 0 1.o.m 51.325 48.224 530,42:5 

0 0 ~ 0 0 0 2m.26S 
0 0 0 0 0 0 0 

0 0 0 0 0 0 0 

0 0 0 0 0 0 0 
0 0 0 'l 0 0 0 

0 0 0 0 0 0 0 
0 0 0 0 0 0 0 

0 0 0 0 0 0 0 

0 0 0 0 0 0 0 

0 0 0 0 0 0 0 

0 0 0 0 0 0 0 

0 0 0 0 0 0 0 

7,1542 0 3,S20,S30 140.7S3 Sl.l2S ~~ 4,250,g55 



Commiuioncn· 
JUUA L JofOOOH, OtAru4AN 
J. TEM y OI!A.'ION 
SUSAN F. CJ.AAK 
DIANE K. K.IEsUNO 
Joi!GAAOA 

Mr. Vernon Krutsinger 
Peoples Gas System, Inc. 
Post Office Box 2582 
Tampa, Florida 33601-2582 

STAn CF FLoRIDA 

03cember 18, 1997 

01\1110""' llln».ta a IU-'"""' 
BLANCA S. BAYO 

DIRECTOR 
(850)413 6710 

Re: Docket No. 970002 - EG - Peoples Gas System, Inc. 
Conservation Audit Report - Period Ended September 30, 1997 
Audh Control f 97-161-2-1 

Dear Mr. Krutsinger: 

The encJoaed audit report Is forwarded for your review. Any company ret~ponse 

filed with this o1ftce within ten (1 0) wort< days of the abov11 date will be forwarded for 
consideration by the staff analyst In the preparation of a recommendation for this case. 

Thank you for your cooperation. 

BSB/cls 
Enclosure 
cc: Public Counsel 

Sincerely. 

~.;.·a.!o ~ 

Macfarlane and Ferguson Lew Finn 

CAPITAL Ctacl.& 0rnat CI;KrD •1S40 Stn \tAJLD O.u; 801 IXYAJI.D • T Au.A II.UI5U. n.. J1J9t-01.50 
AoA_A .... ~uiON*I ..... ,~.. lo-~ ((J.VT\lT.o;f'II(.STAlLJ\..1 :0 
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