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DIVISION OF AUDITING AND SAFETY 
AUDITOR’S REPORT 

JUNE 20,2003 

TO: FLORIDA PUBLIC SERVICE COMMISSION AND OTHER INTERESTED PARTIES 

We have applied the procedures described later in this report to audit the Energy 
Conservation Cost Recovery (ECCR) schedules for the historical twelve month period ending 
December 3 1, 2002 for Peoples Gas System (PGS) and PGS - West Florida Region. These 
schedules were prepared by the utility in support of Docket 030004-GU. 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 report should 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 PROCEDURE23 

Our audit was performed by examining, on a test basis, certain transactions and account 
balances which we believe are sufficient 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 the report: 

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

REVENUE: Compiled Energy Conservation Cost Recovery (ECCR) revenue and agreed to the 
filing. Recomputed ECCR revenues using approved FPSC rate factors and company provided 
Therm sales. 

EXPENSES: Compiled ECCR expenses by program and cost category and agreed to the filing. 
Performed judgmental testing of advertising charges and supporting documentation to verify that 
they were properly recoverable through the ECCR. Analyzed programs over budget and the 
Common Costs program. 

TRUE-UP: Recomputed ECCR true-up and interest calculation using FPSC approved amounts and 
interest rates. 

-2- 



DISCLOSURE 

Disclosure No. 1 

Subject: Common Costs 

Statement of Fact: Rule 25-17.015(2), Florida Administrative Code (F.A.C.) requires that each 
utility shall establish separate accounts or sub-accounts for each conservation program for purposes 
of recording the costs incurred for that program. 

Rule 25-17.009, F.A.C. requires that each utility that seeks to recover costs for an existing, new, or 
modified demand side management program pursuant to Section 366.82(5), Florida Statutes, and 
Rule 25-17.015, F.A.C., shall file the cost effectiveness test results of the Participants Test and the 
Rate Impact Measure Test. 

Peoples Gas System (PGS) records all costs of its energy conservation programs, with the exception 
of Incentive Allowances, as Common Costs. PGS Energy Conservation Costs for the twelve 
months ending December 3 1 , 2002 totaled $9,135,550 of which $1,623,544 (1 8%) were classified 
as Common Costs. These Common Costs of $1,623,544 consisted of $1,250,603 of advertising, 
$375,844 of Payroll & Benefits, and ($2903) of other costs. 

Recommendation: By recording program expenditures as Common Costs, the utility cannot 
identie the cost effectiveness of the individual ECCR programs as required by Rule 25-17.009, 
F.A.C. This rule applies to all natural gas utilities as defined in Section 366.82, Florida Statutes. 

The Company should be required to record all expenditures to the appropriate energy conservation 
programs in order to determine the cost effectiveness of the programs and the assurance that the 
program will provide benefits to the general body of ratepayers. 
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SCHEDULE CT-3 COMPANY: PEOPLES GAS SYST€M 

PAGE 3 OF 3 Except West M d a  R e m  
Exhlbtt No. 
Dockel No. 030ooQ-oU 
KHF-1 

CALCULATION OF TRUE-UP AND INTEREST PROVEION 
JANUARY 2W2 THROUGH DECEMBER 2002 

MAR APR 
2002 2002 -- 
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JUL 
1002 
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--- 1.730% 

3.48.0% 

3.760% 1.740% 1.7- 1fmW 1.735% 1.705% 1.475% 1295% 

0.145% 0.148% 0.14% 0.147% 0.143% Q.145X 0.1424 0.123% 0.1MX 
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SCHEDULE CT-3 COMPANY: PEOPLES GAS SYSTEM 

PAGE 3 OF 3 West Fkridr R e g i a  
Exhibit No. 
Dockduo. 03ODa46u 
KMF-2 

CALCUUTlON OF TRUEUP AND INTEREST PROVISION 
JANUARY 2002 THROUGH DECEhWER 2002 

APR MAY 
2062 zw2 -- 

JUN JUL 
ZOM rao2 -- 

AUG SEPT 

mt 2002 -- 
OCT NOV D E t  

2002 2002 2002 TOTAL ---- 
MAR 
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OF REPORTING lyoHTH 1.780% 1.770% 1.760% 1doOX 1 . 7 m  1.770% 1 . 7 m  1.730% 1.710% 1.760% 1.650% 1.500% 

. fNTER RAE - 1ST DAY 
OF SU8SEWENT MONTH 1.770% 1.750% 1.750% 1.770% 
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. MONTHLYAVG 
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