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Purpose 

To: Florida Public Service Commission 

We have performed the procedures described later in this report to meet the agreed-upon 
objectives set forth by the Division of Economic Regulation in its audit service request dated 
January 5,201 1. We have applied these procedures to the attached summary exhibit prepared by 
Peoples Gas System (PGS) and to several of its related schedules in support of its filing for the 
Purchased Gas Adjustment (PGA) in Docket No. 110003-GU. 

This audit was performed following general standards and fieldwork standards found in 
the AICPA Statements on Standards for Attestation Engagements. Our report is based on 
agreed-upon procedures. The report is intended only for internal Commission use. 

1 



Objectives and Procedures 

Revenues 

Objectives: Our objectives were to verify that the revenues contained in the PGS general ledger 
are reflected in the PGA filing and ensure that all revenue items applicable to the PGA clause are 
included for recovery in the filing. 

Procedures: We compiled PGA revenues from the general ledger and tied these amounts to the 
PGA filing. We verified that 75% of the net income from Off System Sales were credited to 
PGA revenues. We recomputed the monthly PGA revenues using the proper net of tax revenue 
factor and traced to the monthly filing. We agreed therms sold to the monthly filing. We 
recomputed a selected amount of unbilled revenues using therms from the FRS 265 Report. 

Expenses 

Objectives: Our objectives were to verify that the PGA costs in the filing agree to the general 
ledger and are reconcilable to the other books and records of PGS. 

Procedures: We compiled PGA costs from the general ledger and tied this amount to the filing. 
We verified that only authorized cost items were recovered through the PGA filing. We traced 
invoices for gas purchases to various vendors. We verified the calculations for company use 
amounts and that the amounts were removed from the cost of gas for PGA consideration. 

Hedging 

Objective: Our objective was to validate the PGS financial hedging transactions. 

Procedures: We reviewed the Position Summary Report. We reviewed the NYMEX Henry 
Hub gas hture contract. We compared 2009 and 2010 hedging transactions. We determined 
that of the 90 transactions settled during 2010, 83 were unfavorable showing losses of 
$14,802,150, Seven transactions showed a profit of $559,230. 

Analytical Procedures 

Objective: Our objective was to determine if there were any material changes or inconsistencies 
from the prior year filing. 

Procedure: We compared the 2009 filing to the 2010 filing for revenues and expenses. 
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True-Up 

Objective: Our objective was to verify that the True-Up and interest provision amount at 
December 3 1,2010, was properly calculated. 

Procedure: We recalculated the True-Up and interest provision amount as of December 31, 
2010, using the Commission approved beginning balance as of December 31, 2009, the 2010 
commercial paper rates, and the 201 0 PGA revenues and costs. 
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Audit Findings 

None 
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Exhibit 

Exhibit 1: Calculation of the Final True-Up Amount 

SCHEDULE a.2 I 
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