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H E H 0 R A N D U H 

Juno 24, 1998 ORIG{f..t" I 

TO : DIVISION OF RECORDS AND REPORTINC 

f'ROH : DIVISION OF AUD ITING AND FINANCIAL ANALYSIS (DEVLIU) ~rf 
RE: DOCKl'T NO. 980001-El · · CULF POU£.R COMPIJ/V 

AUDIT REPORT • CAPACITY COST • PERIOD ENDED SP.l'Tt:HIIF.R 10, I 'J'II 
AUDIT CONTROL NO. 98·094·1 · 1 

The above-referenced audit repor t Ia forwarded . Audit excepti on• doc~nl 
devlatlona from the Unlfona Syatea of Accounta, co ... laalon rulo or order, 
Steff Accounting !ulletln and generally accepted accounting princ iples Audit 
dlaclosuroa show information that aay Influence the declalon proceaa 

Titc audit was prepared uaing 11 ralcro computer and he a beftn rftcot ded on one 
dl .. lcotlft , The dillcotta may bo ravlewnd ualn& 18H comp&tlblo oqu lpmont And 
lDTUS 1·2 · 3 software . There oro no confidential working pnp~rft nasoclnted 
wl th this audIt:. 

Please forward a complete copy of this audi t report to : 

Culf Power Company 
\lorren £. Tate 
Ono Energy Place 
Pensacola , FL 32~20·0780 

TJD/ap 
Attachment 
cc: Chairman Johnson 

Commissioner Clark 
Cooaalssloner Doaaon 
Commissioner Carcla 
Commissioner Jacoba 
Mary Andrewa Bane, Deputy Executive Dlrector/Tochnlcal 
Legal Services 
Dlvlalon of Auditing and Financial Analysla ( Devlln/Cauas~nux/ 

F lle Folder) 
Dlvlalon of Electric and Caa (Clng) 
Tallaha~aee District Office (Hiclca) 

Rasearc'h and Retulatory Revlaw (Harvey) 
Office of Public Counael 
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FLORIDA P U BLI C SERVICE CO MMI SS I ON 

DIVISION OF AUDillNG AND FINANCIAL ANALYSIS 
BUREAU OF AUDITING 

Tallahassee Di~1rict Office 

OulfPower Company 

Capacity Audit 

HISTORICAL YEAR ENDED Sept.embcr 30, 1997 

DOCKET NO. 980001-EI 
AUDIT CONTROL NO. 98-094-1 -1 

~L 
Rhonda Hicks, Audit Supervisor 

C'IXU/"1' · •r,rr 

0680 2 JW426rri 
f ~, Tl'l:, 
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DIVISION OF AUDmNG A.ND FINANCLAL ANAL VSIS 

AUDITOR'S REPORT 

Juoe I I, 1998 

TO: FLORIDA PUBLIC SERVICE COMMISSION AND OTHER INTF.RESTED PARTIF..S 

We have applied the procedures de..cribcd IBter in this repon to audit t11e accompanymg 
Capaci ty Cost Rrcovel)' True Up Filing for the hi11orical 12-month period ended September 30, 1997 
for Gulf Power Company. These schedules \vtre pn:pared by the utility BS pnrt of it.s petition filed in 
Docket No. 980001-E.l .. 1bcre iJ no conlidcntilll information associated with tlus audit, and there~ 
no audit staff minority opinions. 

Thi.s is an internal accountina repon prepared after pcrfonning a limited scope audit. 
Accordingly, this n:pon should oot be relied upon for any purpose exceptio BSSist the Commission 
staff in the performance of their duties. Substantial additional Y.'Oric would have to be performed to 
sntisfy p~nernJiy accc:pted auditing standards and produce audited finnncial statements for public usc 

In our opinion. the schedules referred to above present fairly, in all material respects, the 
utility 's books and records, maintained In conformity with the accounting practices pre..cribcd by the 
Florida Public Service Commission. The attaebed fmdings discussllll differences and other matters 
which were noted during our examination. 

·1 · 
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SUMMARY OF SIGNIFICANT FINDINGS 

Gulf Power Company changed its fDCtOrs a.s of JanWIS}' I. 1997 to base the calculated cnpacuy 
on gas generation in lieu of fossil fuels. This changed the calculated rate factors. resulting m 11 
~uction of approximately SS million doll IUS in capocity chuges 

SUMMARY OF SIGNIFICANT PROCEDURES 

Our audit was performed by examining. on a test basis. certain ttnn.sactions nnd IICCount 
balances which we believe are S\1ffi~i~nt to bllso our opinion. Our examination did not cntailu 
c.omplete review of all financial ttansactions of the company. Our more important audit procedures 
11re sUlllJlUlriz.cd below. The following definitions apply when used in this report · 

Scanned· The docwnents or accounts were read quickly looking for obvious errors. 

Complied · The exhibit amounts \\'Cre reconciled with the general ledger, and accounts .,..ere scanned 
for error or inc.onsistency. 

Reviewed · The exh.ibit amounts were reconciled with the general ledger. The general ledger account 
balances were ti'IICCd to subsidiary ledgers, and selective 11118lytieal review procedures were apphed. 

Eumlntd · The exhibit amounts were reconciled with the general ledger. The gencroJ ledger account 
bn.ances were tl'liCCd to subsidiary ledgers. Selective analytical review procedures were 11pplied, and 
nccount balances were test.ed to the extent further described. 

Verify · The item was tested for accura.cy, and subsu.ntiaung documentntion was examined. 

NET OPERATING INCOI'Yt£: The audit staff examined the exhibit amounts. Visual ly scanned 
the supporting accounts for error or inconsistency. Staff lllso verified selected nmounts testing 
amounts directly from customers bills, a.s most of the revenue and expense were verified using 
summary schedules. Reviewed the Intercompany lnterexchonge Contmcts (JIC) Payments/Receipts, 
and calculated a trial balance to determine that the monthly net settlement amount. Traced the 
reponed IIC Payments/Receipts to the Southern Company Services {SCS) Power l"ool Trnnsuction and 
Billing Summary. Compiled the total net settlement {of which capacity poymentslreceipts nrc a 
component) presented on the SCS Power Pool Transaction and Billing Summary. 

Truced the Capacity Cost Recovery Revenues to a company prepared spi'CAdsh«t which removed 
revenue wes and intc:rdcpartmcntal use {Purcha.scd Po\\'Cf Capacity Cost Revenue Net ofTnxcs) 
Traced the Purchased Power Capacity Cost Revenue-Gross to the: monthly billing summaries 
Recomputed the total kilowatt hours (KWH) pretented on the: monthly billing summaries entitled 
Cnpacity Clouse Recovery Worbbeet and reconciled to the billing register summlll)'. TniCed the: 
capacity factors used to dct.enninc c:apecity clause n:vcnue to Company Schedules to ensure that the 
correct factors \\'Cre being applied to K WII usage. 

·2· 
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Troced lhe Capacity amounts ~luded in Retail Base !Uitc Revenue to lhc npplicable Commission 
order. 

OTHER: Recomputed the uue-up and interest provision for the twc:lve month period cndmg 
September 30, 1997 from the filing and lniCcd tO the beginning true·up tn lhe prior fil ing. Trnet.-d the 
interest rates used In the calculation were to the 30 Day Commercial Popcr !Uite. 

The auditor also rcealculated certain factors for lhe mid-course correction to emurc tlull lhc true-up 
amount wn.s correct. 

-3-

___ j 



·. 

l 

• • 
Flonda PubliC SeMce Commossion 
Dockel No. 980001·El 
GULF POWER COMPANY 
Wiltless: S. D. Cranmer 
Exhibi1 No. _ (SOC ·11 
SCHEDULE CCA·1 

GULF POWER COMPANY 
PURCHASED POWER CAPACITY COST RECOVERY CLAUSE 

CALCULAnON OF ANAL TRUE·UP AMOUNT 
OCTOBER 18M· SEPTEMBER 1887 

1. Estimaled over/(under)-recovery I()( the period 
OCTOBER 1* ·SEPTEMBER 1997 
with the mid-course corrtc1lon rmng 
(Schedule CCE·11 approvt<l In Order No. 3.315.668 
PSC·97-oo21·FOF·EI dated JanuatY 6. 1997) 

2. lncsemental Estimated over/( under) ·recovery lor lhe periOd 
OCTOBER 1996 ·SEPTEMBER 1997 
(Schedule CCE ·1 a approved in Order No. 
PSC·97·1045·FOF·EI dated September 5. 1997) !523.9671 

3. Net Estimated over/(under)·recovery I()( the penod 
OCTOBER 1996 ·SEPTEMBER 1997 
(Schedule CCE·1a approved In Order No. 
PSC·97·1045·FOF·El dated September 5. 19971 2.791 .701 
(Une 1 + Une 2) 

4. Actual over/(undor)·recovery lor tile penod 
OCTOBER 1996 ·SEPTEMBER 1997 
(Schedule CCA•2 Line 11+12 m the To1aJ COlumn) 4 270. 156 

5. Amount 10 be relundedl(recovered) on ttle 
OCTOBER 1998 ·DECEMBER 1998 PIOf8CIJOn perooo 
(l 1ne 4 • Une 3) 1 478,455 
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Conuniuioners: 
JULIA L. JOJINSOtl, ClJAlRMA.~ 
J. TEilRY DF.ASON 
SUSA.~ F. CLARK 
JOE GAliCIA 
E. LE<ll4 JACOBS. JIL 

• STATE OF FLORIDA • 
Or.,..,.. 01 k~m .t llt ~e» fNl 

Bl.ANl' A S. BA YO 

0Ut£C"TOR 
(150) 4tl-ono 

t)ublk 6trbict (ommi~~ion 

Wonen E. Tate. Secretary and Treasurer 
Gulf Power Company 
One Energy Place 
Pensacoln. Florida 32520-0780 

June 29, 1998 

Rc:· Docket No. 980001 • El · GulfPowc:r Company 
Audi t Report ·Capacity Cost· Period Ended September 30. 1997 
Audit Control # 98-094- 1-1 

Dear Mr. TalC: 

The enclosed audit report is forwarded for your review. Any company response filed Wtlh 

this office within ten (I 0) work days of the: above case will be forwarded for considerotion by the: 
staff analyst in the preparation of a recommendation for this case. 

Thank you for your cooperotion. 

Sincerely. 

BSBIABF 

6/).~ 
Enclosure 
ec: Public Counsel 

Division of Audit and Financial Analysis 

CA,ITALCJRCLL Omct CIHTUt • 2540 SlllJMAIU) OAK 8CXJI.lVAJU) • TALLAIWiSU:, fl. Jll99..08S0 
AI Am.-llvc Adloell:~oal a-<oolf) tat*J..-

rtblk Stnkt C.. ....... W,Wirt ~ l.•ttnut &..aU; t.Ml.Hl~l~l.t.ft..u 
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