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I. Executive Summary 

Audit Purpose: We have applied the procedures described in Section II of this report to 
audit the appended Purchased Gas Adjustment Exhibits Schedule A-2 (True-up 
Calculation and Interest P,rovision) for the six month periods ending March 31, 1996 and 
September 30, 1996 prepared by Peoples Gas System, Inc. in support ofDocket 960003-
GU. 

Scope Limitation: An exit conference was held on December 2, 1996. This report is 
partially based on confidential inJormation which is filed separately with the Commission 
Clerk. 

Disclaim Public Use: 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. 

Opinion: Schedules A-2 for the six month period ending March 31, 1996 and 
September 30, 1996 represent Peoples Gas System's books and records maintained in 
substantial compliance with Commission Directives. The expressed opinions extend only 
to the scope of work described in Section f1 of this report 

Summary Findings: UWity cho.rged and subsequently refunded a portion of an 
Operational Flow Order Penalty, that resulted from unauthorized overrun volumes of gas. 
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H.. Audit Scope: 

The opinions contained in this report nrc habed on the uudh work describt-d below. When 
used In this report, the following definitions shoJ I apply. 

COMPILED -The audit stafT reconciled exhibit amounts with the general 
ledger visually. scanned accounts for error or inconsistency, disclosed any 
unresolved error, irregularity, or inconsistency, and except as noted, 
performed no other audit work. 

Cost of Purchased Gas: Compiled totoJ Pipeline and Transportation CoSts less End-Us-; 
Contract amounts Verified the mathematical accuracy of Schedule A-I Cost of 
Purchased Gas for the six month periods ending March 3 I , I 996 and September 30, I 996. 
Traced dollars and associated thcrms of purchased gas to vendor invoices. Agreed cost of 
Company Use Gas to associated OIL account. Reconciled PGA gas cost for End Use 
Sales between Sch A- I and Sch A-3. Performed Analysis of Administrative Costs 
chargeJ to PGA filing including the tracing of positive End-User sales to customer 
invoices. 

Gas Revenues: Compiled POA Revenues. Recomputed PGA Revenues based upon the 
FPSC approved rate and Company supplies sales reports. Recomputed the Company's 
calculation of unbilled revenues. Tmced negative cash-out revenues (from End-Users) to 
customer invoices. Reconciled Fuel Revenues to the General Ledger. Tested customer 
bills for proper POA and True-up factors. 

Calculation of True-Up: Recomputed monthly Adjusted TotnJ True-up. Recomputed 
the monthly interest provision using the FPSC approved interest l1ltes. Documented Flex 
Rate Adjustment and FGT refund. 

Other: Performed on annlytic review comparing selected current year operating 
information to the same data from the prior year and investigated any inconsistencies. 



Audit Disclosure No. 1 

Subject: Curtailment Penalty 

Statement of Fad: 

For the month of February, 1996, Peoples Gas System, Inc. (PGS) recorded $368,794 in its 
March 1996 General Ledger (GIL), for (lperational Flow Order Penalties, charged to both the 
Interruptible Transportation Customers and the Interruptible Sales Customers. 

For the Interruptible Transportation Customers, penalties were the result of unauthorized overrun 
volumes during the February 3 through 6, 1996 allocation period. and the purchase amount of 
natural gas bought by PGS during the curtailment period of February 4 and 5, 1996. 

For the Interruptible Sales Customers, penalties were imposed due to unauthorized overrun 
volumes taken at their facilities during the curtailment period of February 4 and 5, 1996. 

All penalties were charged in accordance with the PGS Gas Tariff at a rate of 1.50 per thenn plus 
any applicable taxes. 

During the months of April and May, 1996, PGS "detennined thar it is in the long tenn best 
interest of all of our customers to reverse those penalties imposed due to allocation overruns by 
our transportation customers." Penalty debits were reversed for those customers who were put 
on allocations for the gas days of February 3 through February 6, 1996. 

In cases where customers were curtailed on February 4 and 5, 1996 and who also used 
unauthorized overrun gas on those curtailment days, there was no reversal of unauthorized 
overrun charges. 

The summary of penalties and reversals is shown below: 

Total penalties charged 
Total Penalties reversed 

Net Amount 

Transport Customers 
$353,599 
( 312,330) 

$ 41,269 

Sales Customers 
s 15,195 
( 11 ,130) 

$ 4,065 

Audit Opinion: This disclosure is presented for infonnationaJ purposes only. 
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Total 
$368,794 

( 323.460) 

s 45,334 
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Commissioners: 
SUSAN F. CLARK. CHAIRMAN 
J. TERRY DEASON 
JULIA L. JOHNSON 
DIANE K. KIESLING 
JOE GARCIA 

State of Florida 

DIVISION OF RECORDS & 
REPORTING 
BLANCA S. BA YO 
DIRECTOR 
(904) 413-6770 

~ublit 6trbiu Commt••ion 

Mr. Jack Uhl 
Peoples Gas Systems, Inc. 
Post Office Box 2562 
Tampa, Florida 33601-2462 

December 16, 1996 

RE: Docket No. 960003-GU - Peoples Gas Systems. lnc. 
PGA Audit Report - Period September 30, 1996 
Audit Comrol # 95-151-2-1 

Dear Mr. Uhl: • 

The enclosed audit report is forwarded for your review. Any company response filed with this 
office within ten (10) work days of the above date will be forwarded for consideration by the 
staff analyst in the preparation of a recommendation for this case. 

11umk you for your cooperation. 

RSB/cls 
Enclosure 
cc: Public Counsel 

Mcfarlane Ausley Law Firm 

Sincerely, 

L~. 
Blanca S. Bay6 




