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DIVISION OF AUDITING AND FINANCIAL ANALYSIS 
AUDITOR’S REPORT 

JULY 9. 1999 

TO: FLORIDA PUBLIC SERVICE COMMISSION AND OTHER INTERESTED 
PARTIES 

We have applied the procedures described later in this report to audit the appended Environmental 
Cost Recovery Clause Filing Schedules 2A-1, 3A-1, 2A-2, and 3A-2 for the historical 15-month 
period ended December 31, 1998, for Gulf Power Company. These schedules were prepared by 
the utility as part of its support of Docket No. 990007-EI. There is no confidential information 
associated with this audit, and there are no audit staff minority opinions. 

This is an internal accounting report prepared after performing a limited scope audit. 
Accordingly, this 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 referred to a b v e  present fairly, in all material respects, the utility’s 
books and records, maintained in conformity with the accounting practices prescribed by the 
Florida Public Service Commission. The attached findings discuss all differences and other 
matters which were noted during our examination. 
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SUMMARY OF SIGNIFICANT FINDINGS 

The utility does not maintain subaccounts as required in Order PSC-94-0044-FOF-E1 

SUMMARY OF SIGNIFICANT PROCEDURES 

Our audit was preformed by examining, on a test basis, certain transactions and account balances 
which we believe are 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: 

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

Verify - The item was tested for accuracy, and substantiating documentation was examined. 

INVESTMENT: Scanned additions to plant in service and construction work in progress; 
verified judgmental sample of plant additions; verified depreciation rates to prior audit; tested 
separation of dismantlement expense from depreciation expense; recalculated plant recoverable 
costs; verified plant additions per Company Filing schedule SA-1; determined if plant in service 
is capitalized in sub-accounts per Commission Order; reconciled SO2 activity per the filing to the 
general ledger. 

REVENUES: Tested 4 months of revenues for proper computation from authorized rates and 
KWH by rate class. 

EXPENSES: Reconciled operations and maintenance (O&M) expense from subsidiary ledgers 
to the Filing; selected a judgmental sample of ECRC O&M expense costs and agreed each cost 
to a supporting outside vendor invoice. 

OTHER Recalculated true-up and interest provision; evaluated utility compliance with Order 
PSC-94-0044-FOF-E1 for Commission required subaccounts consistent with the Uniform System 
of Accounts. 
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EXCEPTION 

Exception No. 1 

Subject: 

Statement of Fact: 

ECRC Expense and Plant Subaccounts 

Commission Order No. PSC-94-0044-FOF-E1, issued January 12, 1994, states: 

“The requirement to maintain subaccounts associated with environmental costs is 
consistent with the conservation and oil back-out rules .... This requirement, however, does not 
preclude the Company from using the work order system to capture the environmental costs as 
suggested by Gulf. ... It is simpler to extract capital costs, revenues and expenses from the 
computerized general ledger and supporting accounting detail ledger when subaccounts are used .... 
Accordingly, Gulf shall be required to maintain subaccounts consistent with the Uniform System 
of Accounts prescribed by this Commission for all items included in the environmental cost 
recovery factor”. 

The utility was asked if accounting for ECRC plant balances, ECRC capital costs, and ECRC 
expenses was included in “ECRC subaccounts” for all items included in the environmental cost 
recovery factor. The utility responded “all expense amounts are charged to a ECRC Location, 
and the capital costs and plant balances are charged to separate work orders in Gulfs plant 
accounting system. The separate account numbers or subaccount provide a complete audit trail 
for all recoverable costs included in the ECRC.” 

Audit Opinion: The utility does not maintain ECRC expenses and plant in service by 
subaccounts consistent with the USOA as prescribed by this Commission, and therefore the utility 
is not in compliance with Order No. PSC-94-0044-FOF-EI. The audit trail is not clear. The 
utility required 6 hours to reconcile 3 ECRC plant balances selected by the auditor. ECRC 
subaccount plant balances in the general ledger or supporting accounting detail ledger would 
facilitate this process, as well as allow the audit staff to independently verify balances. 

Work orders do not satisfy the intent of the above Order to maintain separate subaccounts. The 
plant accounting system and work order numbers do not provide a simple and quick way for the 
auditor to extract plant costs. The auditor cannot identify filed ECRC plant monthly activity nor 
balances for the 15 months ended December 31, 1998 directly to specific ECRC plant accounts 
nor ECRC plant subaccounts in the general ledger nor supporting accounting detail ledger. 
Without this identification, a statistical sample would not be possible. The utility does not 
maintain ECRC plant in service per the above cited Order. 
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Environmental Cost R~covery Clause (ECRC) 
Calculation of the Final T w - U p  Amount for the Period 

October 1998 - December 15% 

Ead-of-Perlod TrvcUp Awuat 
(in Dollm) 

L i E  

I 

2 

3 

4 Juriadicciolul ECRC Colts 

ECRC Rcvenucs (net of Rcvmve Tracs) 

TNC-UP Provision (Order No. PSC-98-I224-FOF-EI) 

ECRC Rcvcmrcr Applkrbk to Pcrlod (wllcs I t 2) 

v1 r 0 & M Activitics (Schedule SA-2. Line 9) 
I b Capilal Projccls (Schedule 7A-2. Line 9) 

c Total Jrrldkllod ECRC Costs 

5 Ovcr/(U.dcr) Rccovcq ( h e  3 - Wac IC) 

6 Interat Provision (Schedule 3A-2. Line IO) 

7 tkginnh b b c  lnu-Up & Intercat Provision 
D c f d  TNC-UP horn O c t h  1997 - September 1998 
( O r b  NO. PSC-98-1764-FOF-El) 

8 Trw-Up Collcctedl(Rcfundcd) (See line 2) 

9 EndofPaiodTo(.l Truc-Up ( h 5  t 6 t 7 t 7r t8) 

I O  Adjuslmcnls to Period Total Tnu-Up Including Interest 

1 I End of Perbd Totd Net True-Up (Llaci 9 +IO) 

911.380 756.745 7 13.250 2.38 1.375 

65.038 65,038 65,039 195.115 

976,4 I 8  82 1.783 778,289 2,576,490 

24.130 7.269 776.227 891.626 -- -.--- 
(230,522) (223,906) ( 212.521) :r.- 
(206,392) (216,637) 5 6 7 , i r  --- 140.67 I 

I .1U2.810 1.038.420 IJ.SX9 2.435.819 

9.763 14.690 1 4 7  4 1.360 

1.71 1,566 2,839.101 .1.173 1.71 1.566 

0 0 0 0 

(65,038) (65,038) (65.039) (195,l 15) 

2,839,101 3.827.173 3,993.630 3,993,630 

0 0 

2,839,lOl 3,827,173 3.993.630 3,993,630 
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Gulf Power ComDI.r 
Environmental Cost Recovery Claw (ECKC) 

Calculation of the Final True-Up Amount for the Period 
October I998 - Dtctmber I998 

I Beginning True-Up Amounc (Sch 2A-2. Linen 7 t 71 t 10) 

lnferrlf Provlrb. 
(in Dollan) 

1.71 1.566 2.839.101 3,827,173 

2 Ending Tw-Up Amounl Before Interest (Line I t Sch 2A-2. Linea 5 t 8) 2,829,338 3,812.483 3,976.723 

3 Tohl of &ginning & Ending True-up (Lines I t 2) 4,540,904 6,65 1,584 7,803,896 

4 Average True-Up Amount (Line 3 x In) 2,270,452 3325,792 3,901.948 

5 Inlercsl ble (Fin1 Day of Rcporting Blrrincaa Month) 0.052200 0.05 lo00 0.055ooo 

6 Inlnesl Rak (Firs1 Day of Subatquml Business Month) 

7 ToUl of &giMing & Endine Inarert b l a  (I.ino 5 t Line 6) 

8 Average !nleml Rate (Lhc 7 x In) 

9 Monthly Avmge Intrmt Rale(Linc 8 x 1/12) 

I O  Interat Provision for the Month (Line 4 x Linc 9) 

.‘:,?.m 

0.1MKMl ‘, ‘,;4ooo 

- 0.05 1 ooo 0.055ooo 

0.103200 

0.051600 0.05301.0 1,.0Sz(wK) 

-.- 

0.004300 O.ob1 I I 7  0.004333 . -  

9,763 14.690 16.907 41.360 


