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Purpose

To: Florida Public Service Commission

We have performed the procedures described later in this report to meet the objectives set
forth by the Division of Economics in its audit service request dated January 18, 2017. We have
applied these procedures to the attached summary exhibit and to several related schedules
prepared by Peoples Gas System in support of its 2016 filing for the Purchased Gas Cost
Recovery Clause in Docket No. 170003-GU.

This audit was performed following General Standards and Fieldwork Standards found in
the AICPA Statements on Standards for Attestation Engagements. The report is intended only
for internal Commission use.



Objectives and Procedures

General
Definitions

Utility refers to the Peoples Gas System.
PGA refers to the Purchased Gas Cost Recovery Clause.

Revenues

Operating Revenues

Objectives: The objectives were to determine the actual therms sold for the period January 1,
2016, through December 31, 2016, and whether the Utility applied the Commission approved
cost recovery factor to actual therms sales.

Procedures: We traced revenues reported on the 2016 filing to the Utility’s general ledger and
the monthly revenue reports. A random sample of residential and commercial customers’ bills
was performed by rate class in the Gas Conservation Cost Recovery Clause audit in Docket No.
170004-GU to verify that the correct tariff rates were used. We traced unbilled revenues to the
revenue summary report. No exceptions were noted.

Expenses

Qperation and Maintenance Expense

Objectives: The objectives were to determine whether Operation and Maintenance (O&M)
Expenses listed on Schedule A-2 of the Utility’s filing were supported by sufficient
documentation and that the expenses are appropriately recovered through the PGA.

Procedures: We traced expenses reported from the filing to the general ledger. We selected a
sample of 16 O&M cxpenses for the months of November, April, and August 2016 and traced
these to source documentation to ensure that the expenses were supported by sufficient
documentation and that the expenses were appropriately recoverable through the PGA. No
exceptions were noted.



True-Up

Objective: The objective was to determine if the True-Up and Interest Provision as filed on
Schedule A-2 was properly calculated.

Procedures: We traced the December 31, 2015, True-Up Provision to the Commission Order.
We recalculated the True-Up and Interest Provision amounts as of December 31, 2016, using the
Commission approved beginning balance as of December 31, 2015, the Non-Financial
Commercial Paper rates, and the 2016 PGA revenues and costs. No exceptions were noted.

Analytical Review

Objective: The objective was to perform an analytical review of the Utility’s PGA revenues and
expenses to determine whether there were any material changes or inconsistencies from the prior
years.

Procedures: We compared 2016 to 2015, and 2014 revenues and expenses. Variances were
insignificant. Further follow-up was not required.
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Exhibit 1: True-Up

Exhibit

COMPANY: PEGPLES GAS GYSTEM CALCULATION OF TRUE-UP AND INTEREST FROVISION BCHEDULE A-2
FOR THE PERIOD OF: January-18 Through Docember-18 Page 1 0ft
CURRENT MONTH: DECEMBER 2056 PERIOD TO DATE
ACTUAL ESTIMATE DFFERENCE ACTUAL ESTIMATE DIFFERENCE
AMOUNT % AMOUNT %
TRUE-LUP CALCULATION
1 PURCHASED GAS COST (A-1. UNES 4-13) 36.28.099 ar6.89) (56,600.948) 32392010 398,950.722 420,733,776 | ($68,022.945) 52.24738)
2 TRANSPORTATION COSY (A-1. UNES 102+3+5+8-73-9) 35,050,679 6,658,538 1,509.969 $0.24038 $51.562.003 |  $59.572.330.¢4 8.009.327 0.13445
3 TOTAL 11.361,838 0,380,849 (5.000.989)] (B0.70377)|  $140,119,726 | 389.308.104.32 |  (58.813.021) (0.65858}
4 FUEL REVENUES 10,899,088 4.380.609 14,518,409} (30.70014)]  $155,028,482 | $89.300,103.02 |  (#5,722.37%) {0.73592)/
(NEY OF REVENUE TAX)
$ TRUE-UP REFUND/{(COLLECTION) 7888 (] $0.00000 $814,45 1814,458 ° 0.00000
¢ FUEL REVENUE APPUCABLE TO PERIOD * 0,443,514 (4,518,409) (50.70089)]  $155,042,940 |  $90,020.581.32 | (85,722,379} (0.72927)
(UNE 4 {+ or ) UNE 8)
T TRUE-UP PROVISION - THIS PERIOD [RTRITH §7.868 432,580 $7.15078 81723218 $814,457 (8,008,758} . (B.43268)
(UNES-UNE J)
& INTEREST PROVISION.THIS PERIOD (21} 1,200 981 (257) (80.27040) $12,310 $16.82) (4o7) (0.02805)
¢ BEGINNING OF PERIOD TRUE.UP AND 2,658,041 1,901,768 (758.276)) ($0.39767) (84,617,531), $2,713,819 7,638,080 212
INTEREST
10 TRUE.UP COLLECTED OR (REFUNDED) (AT (67.868) 0 $0.00000 ($814,458) ($814,438) ° 0.00000
(REVERSE OF LINE §}
102 OVER EARNINGS REFUND 0 ° ° $0.00000 10 0 0 0.00000
11 TOTAL EST/ACT TRUE-UP (T+$+0¢10+10a) 2.176,46¢ 1.802.71¢ (272.983) 8014308} $3.108.53¢ 32,738,341 626,808 0.22018
113 REFUNDS FROM PIPEUNE L] [} L $0.00000 383,132 $0.00 (88,133} 0.00880
12 ADJ TOTAL ESTIACT TRUE.UP (11+113) $2.176.669 1.802.71¢ 273,953 0.14388| $2.176.688 2,738,341 8273.983)] (80.10016}
NTEREST PROVISION
13 BEGINNING TRUE-UP AND 2,658,041 1,901,768 mum‘ [0.39767)]" tfine § I3 a retsnd 8dd D fine 4
INTERESY PROVISION (9) Itikre S Is a cotlection () sudtact kom kine 4
14 ENDING TRUE-UP BEFORE 2.175.481 1.901,785 (273.696) (014302}
INTEREST (13+7-5+102112)
15 TOTAL (13¢14) 483,303 3.403.830 {1.020,973) {0.2707%}
18 AVERAGE (50% OF 15} 2.418,781 1.901.7¢8 1514.988) (0.27079)
17 INTEREST RATE - FIRST 0.43 0.43 [ 0.00000
DAY OF MONTH
48 INTEREST RATE - FIRST or orn [ 0.00000
DAY OF SUBSEQUENT MONTH
19 YOTAL (17+18) 1.200 1.200 [ 0.00000
20 AVERAGE (50% OF 1%) 0.600 0.600 0 0.00000
21 MONTHLY AVERAGE (26/12 Montis) 0.05000 9.05000 ° 0000
22 INTEREST PROVISION (18221) $1.208 [T13] 3287) L m‘o]J






