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Attached is the final audit report for the utility stated above. I am sending the 
utility a copy of this memo and the audit report. If the utility desires to file a response to 
the audit report, it should send the response to the Division of Records and Reporting. 
There are no confidential work papers associated with this audit. 
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DIVISION OF REGUlLATORY OVERSIGHT 
AUDITOR’S =PORT 

April 2,2001 

TO: FLORIDA PUBLIC SERVICE COMMISSION AND OTHER INTERESTED PARTIES 

We have applied the procedures described later in this report to audit the appended Purchased 
Gas Adjustment Schedule A-2 (True-Up Calculation and Interest Provision) for the twelve months 
period ending December 32, 2000 prepared by Peoples Gas System, in support of Docket No. 
0100034U. There is no confidential information associated with this audit and there are no minority 
opinions. 

This is an internal accounting report prepared after performing a limited scope audit. 
Accordingly, this 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 auditing standards and produce audited financial statements for public use. 
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SUMMARY OF SIGNIFICANT PROCEDURES: 

Our audit was performed by examining on a test basis, certain transactions and account 
bdances which we believe are sufiicient to base our opinion. Our examination did not entail a complete 
review of all financial transactions of the company. Our more important audit procedures are 
summarized below. The following definitions apply when used in this report: 

Cbmpiled = The exhibit amounts were reconciled with the general ledger, and accounts were scanned 
for error or inconsistency. 

Verify - The item was tested for accuracy, and substantiating documentation was examined. 

COST OF PURCHASED GAS: Compiled total Pipeline and Transportation Costs less End-Use 
Contract amounts. Verified the mathematical accuracy of Schedule A-1 Cost of Purchased Gas for the 
twehe month period ending December 3 1,2000. Traced dollars and associated therms df purchased 
gas to vendor invoices. Agreed cost of Company Use Gas to the associated general ledger account. 
Reconciled Purchased Gas Adjustment (PGA) gas cost for End Use Sales between Sch A 4  and Sch 
A-3. Analyzed Legal and Administrative Costs charged to PGA filing. 

GAS REVENUES: Compiled PGA Revenues. Recomputed PGA Revenues based upon the FPSC 
approved rate and Company supplied sales reports. Recomputed the Company’s calcufation of unbilled 
revenues. Traced negative cash-out revenues (&om End-Users) to customer invoices. Reconciled firel 
revenues on the PGA A-2 schech.de to the general ledger. Tested customer bills for proper PGA and 
True-up factors. 

CALCULATION OF TRUE-Up: Recomputed monthly Adjusted Total True-Up. Recomputed the 
monthly interest provision wing the FPSC approved interest rates. Verified that the correct beginning 
true-up balance was used. 

OTEIIEIR: Reviewed company contracts on natural gas futures transactions. 
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DISCLOSURES 

Disclosure No. 1 

Subject: Hedging Contracts 

Peoples Gas System (PGS) entered into various contracts with Morgan Stanley Capital Group Inc. 
(MSCG) for the purchase and sale of natural gas futures. These contacts were settled between October 

’ 
I 1999 through March 2000. 

PGS committed to buy a certain quantity of natural gas futuxes at a fixed price and, according to the 
terms of the contacts, later sold the fitures to MSCG at a floating price based on a market index. The 
market indexes used were: 

- .  . 1) The first business days relevant price for the Florida Gas Transmission Co., Zone 2 Index 
for the first nearby delivery date. or 

2) The fist business days relevant price for “Southerp Natural Gas Co., Louisiana” Index for 
the applicable fust nearby delivery date. 

Monthly net gains or losses were passed bough the PGA filhgs as follows: 

Gains / (Losses) 

Oct. 1999 $ 1,308 Jan. 2000 $( 120,283) 
Nov. 92,340 Feb. 2 1,009 
Dec. (449.686) MU. 43.400 
Total 1999 $(356,038) Total 2000 $( 55,874) 

This disclosure is provided for analyst information. 

I 
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SCHEOULE A-2 J M P m  PEOPLES GAS SYSTEM 
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