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Ma r ch 31 , 1997 

Ms . Blanca S . Bayo, Director 
Divis ion of Records £ Reporting 
florida Public Service Commission 
2540 Shumard oaks Blvd . 
Tallahas see, flortda 32399- 0872 

RE : Peoples Gas System, l nc . 
Earnings Review Audit 
Audit Control 1197-050-2- 1 

Dear Ms. Bayo: 

The following are the responses o f Peoples Gi>~ to •h~ audit 
disclosures in the above referenced earnings rev1e~ aud>t: 

Audit Disclosure Ul 
Peoples Gas agrees with t his d isclosure . 

Audit Disclosure 112 
Peoples Gas accepts this d i:~closure for purposes o! r. ht ~ dUd. I 
review . 

Audit Disclosure #3 
Peoples Gas agrees with th 1s d1sclosure . 

Audit Disclosure ~4 
Company Res ponse : Outside Consultant Serv1.:e Expensf: 

While Peoples Gas does not dtsagree wllh tht: dud>tor ' s 
Statement o! fact s r egarding expenditures on outstde cora•u! · ·•nts •n 
1996, we strongly d1sagree wich t he auditor ' s Statement o! Op1n 1o n 
t hee the company should amort:ize the expe nse o! t hese conoulunq 
projects over some period gr~ater th~n one year. 

The audito( is correct that Peoples Gas and tts customers 
should benefit from these projects over some penod greater thdn tne 
current year.. That , however , 1s the cas;, \11th m~ny uullty 
expenditures. Ri~pairs to Cacllities, new tires for w•l11clcs, evt>n 
employee pay ra ises carry benefits for both toda:; and the !utun· . 
Those expenses . however are properly rcportcd ~~~ o•xpcll~t:.s 111 t 11• 
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Audit Disclosure H4 (Cont ' d . ) 
Company Response: outa1de Consultant Service Expense 

current pe~iod . Peoples Caa considers the expense o! retaining 
ouside consultants to be another expense that is simply a part of 
prudent management in today ' s business climate. 

Today, perhaps even more t han in the past, a prudently managed 
company must continually review ita organi~ational structure, its 
practice a and procedures, end its fundamental understanding of the 
businesses in which it is engaged. The gas industry ond Peoples Gas 
lace changes in complexity o! doin9 business and chan9elS 1n 
intensity o! competition. We anticipate that change in the industry 
and the COGIJ)any will continue into the foreseeoble Cuture. In 
future years, Peoples Gas may not have outside consultant expenses 
dealing vith the same three matters as in 1996, but there will be 
other similar needs for consultants with expertise outside Peoples 
Goa . 

Audit Disclosure 15 
Company Response: Director rees 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 di sclosure. The Company has two reason a 
for this position. 

First, these expenses are paid to employees in recognition of 
service~ they performed as Directors o! the Company aside rrom and 
in addition to their reqular dutiu aa employees. Second, these 
expenees are accepted without adjustment 1n the Company 's lost rAte 
case. Adj~stments made on sur-veillanc" reports are to be lhe sam.., 
as those made in the Company's last rate case. 

Audit Disclosure i6 
Peoples Gas accepts this disclosure !or purposes or lhlS 
review. 

FJS:veo 
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