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April 6, 1998 

TO: DIV1SION OF RECORDS AND REPORTING 

FROM: DIVISION OF AUDITING AND FINANCIAL ANALYSIS (VANDIVER)()U 

RE: DOCKET NO. 980007-EI · • GULF POWEll COMPANY 
ENVIRONMENTAL COST RECOVERY CLAUSE AUDIT REPORT 
AUDIT CONTROL NO. 98-022-1-1 

Tho abovo-roforenced audit report is forwarded. Audit exceptions document 
deviations from the Uni form System of Accounts, Co~ission rule or order, 
Staff Accounting Bulletin and generally accepted accounting principles . Audit 
disclosures show information that may influence the decision process. 

Tl1e audit was prepared using a micro computer and has been recorded on one 
diskette . The diskette may be reviewed using IBM compatible equipment and 
LOTUS 1· 2·3 software. There are no confidential working papels associated 
with this audit. 

Please forward a compl ete copy of this audit report to: 

Gulf Power Company 
Susan D. Cranmer 
One Energy Place 
Pensacola, FL 32520-0780 

DNV/sp 
Attachment 
cc: Chairman Johnaotl 

Commissioner Clark 
Commissioner Deason 
Commissioner Garcia 
Commissioner Jacobs 
Mary Andrews Bane, Deputy Executive Director/Technical 
Legal Services 
Division of Auditing and Financial Analysis (Devlin/Caussea~~/ 

File Fol der) 
Division of Blectric and O&a (Taw) 
Tallahassee District Office (Hicks) 

Reaearch and Resulatory Review (Harvey) 
Office of Public Counsel 
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DMSION OF AUDITING AND FINANCIAl. ANALYSIS 
AUDITOR'S REPORT 

APRIL 3, 1998 

TO: FLORIDA PUBUC SERVICE COMMISSION AND OrnER INTERESTED PARTIES 

We have applied the ~ures described later in thls report to audit the appended 
Environmental Cost Recovery Clause Piling Schedules 2A BDd 3A for the historical i 2-month 
period ended September 30, 1997, for Ou1f Power Company. These schedules were preparec! 
by the utility as part of its request for environmental cost recovery as filed in Docket No. 
980007-EI. There is no confidential information associated with this audit, and there are no 
audit staff minority opinions. 

This is an intemal accounting report prepared after performing a hmited scope audit. 
Accordingly, thls report should 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. 

In our opinion. the schedules refcrml to above present fairly, in all material respects, 
the utility's books and records. maintained in conformity with the accounting practices 
prescribed J.y the Florida PubJJc Service Commission. The attached findings discuss all 
differences and other matters which were noted during our examination. 
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SUMMARY OF SIGNIFICANT PROCEDURES 

Our audit was perfonned by examinins, on a test basis, certain trunsactions and 
account balances which we believe arc sufficient to base our opinion. Our examination did 
not entail a complete review of all financial transactions of the company. Our more important 
audit procedures are summarized below. The following definitions apply when used in this 
report: 

Sunned- The documents or accounts were read quickly looking for obvious errors. 

Verify - The item was tested for accuracy, and substantiatina documentation was examin~. 

INVESTMENT: Scanned additions to plant in SC'"Vice and construction work in progress; 
verified judgmental sample of plant additions; agreed depreciation rates to prior audit; tested 
separation of dismantlement expense from depreciation expcm.sc; recalculated plant recoverable 
costs; verified plant additioDJ per utility filing schedule BA; tested for capitalized minor item 
replacements. 

REVENUES: Recalculated revenue. 

EXPENSES: Reconciled operation and maintenance (O&:M) expenses from subsidiary 
ledgers to the fillna; verified sampled O&M expe~ to invoices; verified the level of costs 
recovered through base rates are deducted from environmental O&M expenses. 

('THER: Recalculated true-up and inlet'c:St provision; verified interest rates used in the 
calculation of the interest provision; reconciled cost of capital to cost of capital approved in 
the utility's last rate order. 
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DISCLOSURE 

DlJcloture No. 1 

Subject: Fuel Tanlu 

Statement of Fact: The utiUty installed new above ground fuel tanks with plant costs of 
$9,630 in October, 1996 and $48,511 in November, 1996. These tank costs appear in the 
utility's filing on Schedule gA. page 15, as environmental cost recovery plant. 

The new fuel tanks replaced underiJOund fucJ tanks not capitalized in environmental COl>l 

recovery ('lant. 

The utility decided to replace the underground fuel tanks based on risk mana.gement analysis 
of Florida Department of Environmental Protection rule 62-761, which regulates storage tank 
systems. 

Recommendation: Reconsider allowing capitalization of new fuel tanks as environmenUIJ 
cost recovery planl Both new and old fuel tanks share identical purposes !llld functions. New 
plant should be capitalized in the same manner as old plant - outside of Environmental Cost 
Recovery. 
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Commissioners: 
JULIA L. JOHNSON, CtwRMAN 
J. TERRY DEASON 
SUSAN F. CL4JU< 
JOEOAACIA 
E LEON JACOBS. Jlt. 

STATE OF FLoRIDA 
. , .-.1 ' ... 

,.._4.' (' .. &- ., .,.. 

~· .. '-'~ ~( ·"t_ 
f"' ' , ~ • 

~ ·.· --~ 
~ .. .l.; l>-.. ~-

0!\'ISIONOf RlCows 4 ~~ 
BLANCA S. BATO 
DIR£CTOit 
(8S0)41J.6770 

t)ublk 6trbkt €omma.sion 

Gulf Power Company 
Ms. Susan D. Cranmer 
One Energy Place 
Pensacola, Florida 32520-0780 

AprilS, 1998 

Re: Docket No. 980007 - El - Gulf Power Company 
Environmental Coat Recovery Clause Audit Report 
Audit Control f 98-022-1-1 

Dear Ms. Cranmer. 

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 artalyat In the preparation of a recommendation for this case. 

Thank you for your cooperation. 

BSB/cls 
Enclosure 
cc: Public Counsel 

Sincerely, 

fLo ~. L-: 
~ay6 c:f 

Division of Auditing and Financial Analysis 
Beggs and Lane Law Firm 

CAI'fTAL ClllO..& oma CDrn:a •1540 SH'uM.UJ>OAK BolJUV.U.O • T AUAIIA.55I:t; FL 31399-48.50 
A a Af11taa!M A~~ a:._,..,.., latlftlt &411 COt'IT ACTI6f'SC.STA Tt.fl..t!S 
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