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DIVISION OF REGULATORY COMPLIANCE
AUDITOR’S REPORT

April 24, 2009

TO: FLORIDA PUBLIC SERVICE COMMISSION

We have performed the procedures enumerated later in this report to meet the agreed upon
objectives set forth by the Division of Economic Regulation in its audit service request. We
have applied these procedures to the attached schedules prepared by Gulf Power Company in
support of its filing for Fuel Clause Audit, Docket No. 090001-EL

This audit was performed following general standards and field work standards found in the
AICPA Statements on Standards for Attestation Engagements. Our report is based on agreed
upon procedures and the report is intended only for internal Commission use.
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L OBJECTIVES AND PROCEDURES

REVENUES

Objective: To verify that Fuel Adjustment Clause (FAC) revenue and KWHs sold as filed are
completely and properly recorded on the books of the company. This audit also includes the
verification that the clause revenues for Fuel Adjustment Clause (FAC), Capacity Cost Recovery.
(CCR), Environmental Cost Recovery (ECRC), and Energy Conservation Cost Recovery
(ECCR) are completely and properly recorded on the books of the company.

Procedures: The audit staff compiled the FAC, CCR, ECRC, and ECCR revenues from
company source documents and reconciled to the filing as well as the general ledger. We
obtained one month of customers bills that are manuaily billed and verified that the Commission
approved factors were used. In addition, we selected a judgmental sample of customer bills
containing clause revenue, KWHs, and related data for FAC, CCR, ECRC, and ECCR, and
recalculated revenue using KWHs and related information from the bills. The audit staff
obtained supporting documentation used to record operating revenues for the historical 12 month
period ended December 31, 2008 and reconciled operating revenue per the surveillance report to
the general ledger including the adjustments to operating revenue.

EXPENSES
Objective: To reconcile the fuel costs to the general ledger.

Procedures: We obtained amounts charged to FERC Account 501, Steam Generation-Fuel, and
FERC Account 547, Other Generation-Fuel, for each month of 2008 from the fuel clause
journals. The audit staff scheduled charges by month by account to obtain total fuel costs which
were reconciled to the general ledger and to the Schedule A-1 filing. Schedule A-1 was
recalculated for each month in 2008. We also scheduled charges by accounts by plant to obtain
total fuel costs, including amounts listed as “other generation,” for each month for the year ended
December 31, 2008.

Objective: To verify the energy payments to the qualified facilities.

Procedures: The audit staff scheduled payments to qualified facilities from Schedule A-8 and
reconciled the total to Schedule A-1, Line 11. We traced the KWHs reported on Schedufe A-8 to
customer bills for February, May, September and November of 2008.

Objective: To verify that the energy costs of other economic purchases (nonbroker) reconcile to
the books and records of the company.

Procedures: The audit staff scheduled economy energy purchases (Schedule A-9) by company
from the Interchange Analysis Reports for each month of 2008 and reconciled the total to
Schedule A-1, Line 12. We traced purchased amounts to the supporting Intercompany
Interchange Contract (I1C) invoices for March, May, September, and October of 2008.




Objective:  To verify that generation related gains derived from non-separated, non-energy
broker network, wholesale energy sales have been credited to the fuel clause.

Procedures:  The audit staff scheduled gains on economy sales (Schedule A-6) from the
Interchange Analysis Reports for each month of 2008 and reconciled the total to Schedule A-1,
Line 15. We verified through FPSC Order PSC-08-0030-FOF-EI, issued January 8, 2008, that
gains are to be shared between ratepayer and shareholder (80% and 20%, respectively) after
reaching an estimated benchmark. The appropriate separation factor was not recalculated in
2008 since the estimated benchmark was not met. The audit staff traced the gains to the
supporting 1IC invoices for March, April, and September 2008.

Objective: To verify that firm transportation service (FTS) charges for natural gas transportation
agree with the appropriate FTS rate schedules from pipeline company tariffs.

Procedures: We scheduled natural gas purchases and applicable firm transportation service
charges from the Accounts Payable Analysis for each month of 2008 and reconciled totals to the
genera) ledger. The audit staff traced purchased amounts and FTS charges to the paid invoices
for April and December 2008. The audit staff was not able to agree the rates to specific FTS rate
schedules because the supporting invoices did not breakdown FTS types, zones, or additional
surcharges. No further work was performed.

Objective: To verify amounts of the semi-annual Coal Inventory Adjustments for 2008 were
made in accordance with FPSC Order PSC-97-0359-FOF-EI, issued March 31, 1997.

Procedures: For the March 2008 and September 2008 Flyovers, we obtained the Field Schedule
of Flyover results, recalculated the inventory adjustments, compared them to the adjusted book
balances, and traced them to the supporting journal vouchers. The audit staff reviewed FPSC
Order PSC-97-0359-FOF-EI, issued March 31, 1997, for proper accounting procedures, and
veritied company compliance with those procedures.

Objective:  To reconcile coal and oil purchases noted on FPSC Form 423 with the monthly
Schedule A-3, contractual obligations, and source documentation.

Procedures: We reconciled coal and oil purchases reported on Form 423 with the Schedule A-3
filing for September 2008. The audit staff cross-referenced coal and oil purchases to company
journals, stockpile receipt reports, fuel stock reports, in-transit reports, and accounts payable
analysis. We traced receipts to the fuel invoices and verified that the rates as well as the
adjustment calculations were in compliance with vendor contracts.

Objective: To reconcile both the hours (service hours, reserve shutdown hours, and unavailable
hours) and the heat rate as filed in the monthly Schedule A-4 for GPIF units with the annual
GPIF filing and source documentation,

Procedures. The audit staff reviewed the source documentation that supports the data reported
on Schedule 3 and Schedule 5 of the annual GPIF filing for Crist 4 during October and
December 2008. We traced and recalculated both the oil reported on the Oil Consumed Report




and gas reported on the Start Up and Generation MMBTU by Unit Report (respectively) to
Schedule 3. The Average Net Operating Heat Rate reported on Schedule 3 was recalculated
based on calculation procedures stated by the company. The audit staff generated a schedule by
unit, by fuel burned, to reconcile the Average Net Heat Rate reported on Schedule A-4 with the
Average Net Operating Heat Rate reported on Schedule 3 of GPIF filing for October and
December 2008. We reconciled any differences between Average Net Heat Rate reported on
Schedule A-4 and Schedule 3 of the GPIF filing to company records. The audit staff traced the
Planned Outage Hours, Service Hours, Period Hours, Reserved Shutdown Outage Hours, Forced
Outage Hours, and Maintenance Outage Hours from the Outage Hours Report to Schedule § of
the GPIF filing for the months of October and December 2008. We also traced both the Period
Hours and Service Hours to Crist 4 Generation Summary Report from the Outage Hours Report.
The audit staff reconciled the MBtu, Net Generation and Average Net Operating Heat Rate
(Btw/KWH) values for October and December 2008 reported on Schedule 5 to Schedule 3.

Objective:  To verify that Gulf Power’s treatment of wholesale energy sales sold via the
Intercompany Interchange Contract between operating companies comply with FPSC Order No.
PSC-00-1744-PAA-EL issued September 26, 2000.

Procedures: We traced Total for Fuel Adjustment for Southern Company Interchange reported
on Schedule A-6 to the 1IC invoice and the company’s Interchange Analysis for April 2008. The
audit staff verified that there is not a gain that should be credited back through the fuel clause.
Wholesale sales via the intercompany exchange are intercompany transfers without mark-
ups/gains.

TRUE-UP

Objective; To determine if the True-up Calculation and interest provision as filed with this
Commission was correctly calculated.

Procedures: We recalculated the 2008 FAC true-up, and agreed the beginning true-up amount to
prior audit and the true-up adjustments to the applicable FPSC Orders. The audit staff reconciled
the interest rates to the Commercial Paper rates.




EXHIBITS
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EXHIBIT NO. 1 - Schedule A-2, Page 1 of 3
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CALCULATION OF TRUE-UP AND INTEREST PROVISION

GULF POWER COMPANY
FOR THE MUNTH OF: DECEMBER 2008
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FERIOD - T0 - DATE

DFERENCE
ACTUAL ESTINATED AMOGUNT ($) % ACTUAL ESTIMATED AMOUNT ¢3) %
42.849,337 10 S3,800388  (V0,$55,050.60) {20.36) 618,403,859 13 BY8515 468 (381 11.805.87) (584
162,430.36 428,000 (263, 568 64} (62.05} Z.384,204,00 4803,796 11,509 592,501 [#0.87}
7,120,189 05) (12,208,000} $.152,510.91 A2.04 {730,880 40455} 229,165,000 98, 474.585.4% 4297
2,7/,12258 4,183,000 (+.422 BI7.42) (338 84,526,308 83 30052000 34574308 A3 118.08
400 [ 00 0.00 0.00 2 ¢.00 0.00
157,702.45 a 387, 702.15 0008 2.745.586.55 0 2.746,386.55 100
2400 [ a0 .00 oA 2 6.00 £.00
3,378, 145.00 ;882,000) 4,809, 14500 (476.8%) 1,797 12621 063,000 16,830, 236.21 (115,513
42345, 544,90 45.268,988 2,912 839.90) 18,443 455.008,080.17 52003268 10700401817 23.6¢
51,587, 38 #1857 8 10800 121,802 79 Q 171,602 18 10000
rr———_ T i
2407 20548 ASESAINA (2 a8 2R3 5T L8 ) 554 1 » D03 6™ 17,128 41696 270
805, 168.820 508,655,000 (101,816,120 11123 11,543,308, 138  11,700,084,000 {156,684, 381 ) (1.34)
2,850,801 : 5,401, 197 (18,3 366303756 423,806,000 {37,574 744} {8.88)
838007 433 Q00 307 AVEEL 111.34) 11,029, 722605 12.122.083 Dtk (18250 105) (1.60)
86,4288 96.2622 0.1563 517 BE.7617 96.5036 0258Y nzr

“The sy of aoss &Y and Ata PTD 90 not be 1o Sctoduie A1 e 7 and Schedaie AJ, Ane 7 due k0 corroction mede ka Colober wivch i relected on A3 tng (12




EXHIBIT NO. 2 — Schedule A-2, Page 2 of 3
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CALCULATION OF TRUE-UP AND INTEREST PROVISION

GULF POWER COMPANY

FOR THE MONTH OF: DECEMBER 2008

SCHEDULE A-2
PAGE 2 OF 3
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