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I. Executive Summary 

Audit Purpose: We have applied the procedures described 1n Sect1on II of 
this report to audit the appended Enwonmental Cost Recovery Clause F1hng 
Schedules 1A, 2A, and 3A filed by Gulf Power Company 1n support of Docket 
970007 -EI for the six months ended September 30. 1996 

Disclaim Public Uso: This Is an internal account1ng report prepared after 
performing a limited scope audit Accordingly, this document must not be 
relied on for any purpose except to assist the CommiSSion sta~ 1n the 
performance of their duties. Substantial additional wori< would have to be 
performed to satisfy generally accepted audit standards and produce audited 
financial statements for public use. 

Opinion.: Subject to the audit disclosures: the appended exhibits. Schedule 
1A, Schedule 2A. and Schedule 3A for the six months ended September 30. 
1996, represent utility books and records maintamed 1n substantial 
compliance with Commission Directives: the expressed op1mons eXlend only 
to the scope of wori< described in sect1on II of th1s report 

Summary Findings: 10% of construction mvo1ces are reta1ned and treated 
as Investment before being paid. 

502 Allowances do not agree with the General Ledger by approx1mately ($2.842} 

Legal expenses have more than tripled to a total of $25.154 on an annualized bas1s 

Expenses charged to ECRC are overstated by $17.297 and mvestment 1s 
understated by $10.174 due to accounting errors 



II. Audit Scope 

The opinions contained in this report are based on the audit work descnbed below 
Wh9n used in this report. the following definitions shall apply 

COMPILED- The aud1t staff reconciled exhibit amounts Wlth the general ledger. 
visually scanned accounts for error or inconsistency; disclosed any unresolved &rror. 
irregularity. or Inconsistency; and. except as noted performed no other aud1t work. 

ENVIRONMENTAL INVESTMENT: Compiled additions to plant 1n serv~ce and 
construction wof't( in progress for each Clean Air Act and Non Clean Alf Act Plant 
Ex.pend1ture (PE); analyzed the computation of recoverable costs for S02 Em1ss1on 
Allowances recorded on the Company's books 

ENVIRONMENTAL REVENUES: Compiled ECRC revenues. traced the KWH used to 
compute ECRC revenues tor the six months ended September 30. 1996. to the 
Operating Report; traced the environmental cost recovery factors used to compute 
ECRC revenues to the applicable CommiSSion order for the s1x months ended 
September 30, 1996 and to the Company's tariff 

ENVIRONMENTAL EXPENSES: Compiled and recalculated O&M expenses for the s1x 
months ended September 30. 1996 : exammed all of Gulfs and a sub)ecttve sample of 
Southern Company Services'(SCS) Apri11996 to September 1996 mvo1ces to determtne 
whether they were recoverable through the ECR Clause. recalculated deprectalton and 
dismantlement expense from April 1996 through September 1996, traced the 
depreciation and dismantlement rates used by the Company to the FPSC order 
prescribing these rates. 

OTHER: Reconciled true-up and Interest provision for the s1x months ended September 
30. 1996 : traced Interest rates used in the calculation of the tnl:lrest provisiOn to the 30 
Day Commercial Paper Rate 
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Ill. ~udlt Disclosures 

AUDIT DISCLOSURE NO. 1 

SUBJECT: Retair.age 

STATEMENT OF FACTS: Gulf Power Company retaans 10% of tile payment for all 
ir1voices from construction vendors to insure contract performance The Company 
adentifies this as retainage. Gulf recerves a rate of return on 100% of its anvestment 

through the ECRC. Gulf also depreciates 1 00% of the Investments an ECRC. and 
receives a 100% return on the related deprec1ataon expense At the conclusaon of the 
construction project, Gulf records 100% of the anvestment. whach an eludes retaanage 
The retainage is not paad until Gulf 1s satisfied With the performance. Sometames the 
payment is not made until several months after the constructaon as put anto servace 

For the period April through September 1996. Gulf estimated the return from retaaned 
amounts was $34,697 and from depreciation was $8.833 

OPINION: The ECRC allows a return on investment and a 100% return on deprecaallon 
expense. Gulfs inclusion of retainage in its ECRC investment pnor to payment. results 
an an overrecovery because the Company ts eamang a return on monaes not actually 
pa1d 
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AUDIT DISCLOSURE NO. 2 

SUBJECT: S02 Allowances 

STATEMENT OF FACT: S02 Allowances listed on Schedule SA. Lrne 2. Page 16 of 16 
for July. August and September 1996 do not equal the General Ledger as follows 

July 
August 
September 

1996 
1996 
1996 

$ (495 63) 
$ (955 14) 
$(1 .391 .61) 
$(2.842 38) 

AUDITOR OPINION: The S02 Allowance Investment credit is understated Failure to 
record proper S02 Allowances may result 1n overrecovery 
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AUDIT DISCLOSURE NO. 3 

SUBJECT: Legal Expenses 

STATEMENT OF FACT: Gulf has charged $12.577 to ECRC for legal expenses for 
the si.x months ended September 1996 

AUDITOR OPINION: The previous audit disclosed $8.275 tn legal expenses for the year 
April 1995 through March 1996. The current legal expense charges have more than 
tripled to $25,154 on an annualized basis 
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AUDIT DISCLOSURE NO. 4 

SUBJECT: 0 & M Expenses 

STATEMENT OF FACT: The auditor questioned several expenses the Company 
included for recovery through ECRC Gulf Power responded that the follow1ng 
adjustments should be made 

Meal 
Split between ECRC and Non-ECRC 
Meal 
Non-ECRC 
25% Mari<-up 
Keypunch Error 
Expense should be Capitalized 
TOTAL 

{$ 15 69) 
($ 168 80) 
($ 8 00) 
($ 323 40) 
(S 564 00) 
($ 6.043 00) 
($ 1 0 . 17 4 24) 
($ 17.297 J3l 

AUDITOR OPINION: The audit staff recommends that these expenses be adJusted 
Gulf has stated these adjustments will be made to the ECRC accounts and $10.17 4 that 
was expensed will be capitalized . 
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Line 
No. 

Gulf Power Company 
Environmental Cost Recovery Clause (ECRC) 

Calculation of the Final True-Up AmoWtt for the Period 
April 1996 - September 1996 

End of Period Actual Total True-Up for the Period 
April 1996 - September 1996 
(Schedule 2A. Lines 5 + 6 + l 0) 

2 Estimated/Actual True-Up Amount approved 
April 1996 - September 1996 
(Order No. PSC-96-1171-FOF-EI) 

3 final True-Up Amount to be rcfundcdl(recovcred) in the 
projection period October 1997 - September 1998 
(Line I - Line 2) 

Schtdule lA 

Period 
Amowll 

($) 

924,739 

399,066 

525.673 
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Commwklncn 
JUUA L JOHNSON. OIAikMAN 
SUSAN f cu.RX 
J TElRY DEASON 
JOE OARCIA 
DIANF .._ KJESUNO 

State of Florida 

01 VI~ION Of llL("OIWS II 

llEI'ORr.NO 
8l.M'iCA S !lA YO 
OlllHIOI\ 
(904) 41J-6710 

t}ublit 6trtJia ~mmtssi.on 

Ms. Susan D. Cranmer 
Gulf Power Company 
Post Office Box 13470 
Pensacola, Florida 32591-3470 

June 23. 1997 

Re: Docket No. 970007-EI -- Gulf Power Company 

Environmental Cost Audit Repon - Period Ended September 30. 1996 

Audit Control# 97-064-1-1 

Dear Ms. Cranmer: 

1be enclosed audit repon is foi'WIIldcd for your rev1ew. Any company response filed w•th 

th1s office within ten (I 0) work days of the above Jate will be forwarded for constderauon by 

the stalT analyst in the preparation of a recommendation for this case. 

'Thank you for your cooperation 

BSB/DNV/cls 
Enclosure 
cc: Public Counsel 

Beggs and Lane Law Finn 

Sincerely. 

~.;.~ 

CAPITAL CIRCLE OFFICE CENTER · 2540 SHUMARD OAK DLVD • TALLAHASSEE. fl. 32399·08~0 
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