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DIVISION OF REGULATORY OVERSIGHT 
AUDITOR’S REPORT 

JULY 7,2000 

TO: FLORIDA PUBLIC SERVICE COMMISSION AND OTHER INTERESTED PARTIES 

We have applied the procedures described later in this report to audit the accompanying 
Environmental Cost Recovery Clause (ECRC) schedules 2A and 3A for the historical year ended 
December 3 1, 1999, for Gulf Power Company. These schedules were prepared by the utility as part of 
its support of Docket No. 000007-EI. The above referenced ECRC schedules have been included as 
exhibits in this report, and they are representative of the utility’s books and records. 

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. 
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SUMMARY OF SIGNIFICANT FINDINGS 

The 1999 Environmental Cost Recovery Clause (ECRC) expenses are understated; the utility 
included two non-related ECRC expenses; the utility began maintaining ECRC plant and expense 
subaccounts in 2000. 

SUMMARY OF SIGNIFICANT PROCEDURES 

Our audit was performed by examining, on a test basis, certain transactions and account 
balances which we believe are suficient 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 compared to the substantiating documentation. 

INVESTMENT: 
plant additions to supporting vendor invoices; performed a judgmental sample of plant in service and 
depreciation expense; agreed depreciation rates to Commission Order No. PSC-98-0921-FOF-EI, the 
utility’s last depreciation study; tested separation of dismantlement expense from depreciation expense; 
agreed SO2 activity per the filing to supporting documentation; recalculated recoverable capital 
investment costs. 

Obtained supporting documentation for all additions to plant in service; traced all 

REVENUES: Recalculated ECRC revenues using the factors established per Commission Order 
No. PSC-98-1764-FOF-EI; performed a judgmental sample of customer bills for the correct ECRC 
factor. 

EXPENSES: 
the filing; performed a judgmental sample of O&M expenses and traced each to supporting vendor 
invoices; verified adjustments made to O&M expenses for costs recovered in base rates per 
Commission Order No. PSC-94-0044-FOF-EI. 

Reconciled operation and maintenance (O&M) expenses from subsidiary ledgers to 

OTHER Recalculated true-up and interest provision; verified interest rates used in the calculation 
of the interest provision; verified that the utility is complying with Commission Order No. PSC-99- 
2513-FOF-EI, regarding the maintenance of separate subaccounts for items related to ECRC; scanned 
the ECRC plant and expense subaccounts. 
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DISCLOSURES 

Disclosure No. 1 

Subject: Operation and Maintenance (O&M) Expense - Error 

Statement of Fact: 
Company incurred an ad&tional$l56,568 in environmental costs for the historical year ended 
December 31, 1999. The utility did not recover these O&M expenses due to an error, but will recover 
these O&M expenses in its June 2000 ECRC filing. 

The utility’s filing reflects ECRC O&M expenses of $3,164,576. Gulf Power 

Recommendation: 
books and records is $3,259,153. This yields an audit difference of $94,577 ($3,259,153 - $3,164,576). 
The utility also acknowledges errors in the amount of $61,989, which reflects a total difference of 
approximately $156,566 ($94,577 + $61,989) that O&M expenses are understated for 1999. 

Beginning in 2000, the utility is tracking environmental expenses by FERC and subaccounts for each 
project rather than by Performing Responsibility Center Numbers (PRCN). The utility believes this 
change will enable it to have more control to ensure against possible errors. 

The audlt staffs calculation of ECRC O&M expenses based on the company’s 
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Reference Number Invoice Number 

991 7307 1 9052556 

99319065 102899-25769 

n 

Amount 

$42,888 

$25,008 

Disclosure No. 2 

Reference Number Invoice Number Per Utility 

99173071 9052556 $42,888 

993 19065 102899-25769 25,008 

Totals $67,896 

Per Audit Adjustment 

$0.00 ($42,888) 

23,528 (1,480) 

$23,528 ($44,368) 

Recommendation: 
historical year ended December 31, 1999. The following table compares the utility’s amount with the 
audit staffs amount. 

The audit staff performed a judgmental sample of the O&M expenses for the 

The first invoice in the amount of $42,888 is related to general labor and materials and is not an 
ECRC expense. This invoice should not have been recovered under the ECRC. The second invoice 
for $25,008 was related to legal services concerning environmental matters. This voucher included 
state and local taxes in the amount of $1,480. The voucher was incorrectly coded as taxable. These 
taxes should not have been recovered under the ECRC. The O&M expenses for the historical year 
ended December 31,1999, are overstated by $44,368. 
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Disclosure No. 3 

~ 

108 

108 

Subject: 

Statement of Fact: Commission Order No. PSC-99-2513-FOF-E1, issued December 22, 1999, 
states, “In order to address the concerns in the most recent audit report, the Company is willing to 
begin making manual entries to the general ledger no later than the fvst quarter of 2000. These entries 
will separately identify the plant related Environmental Cost Recovery Clause (ECRC) amounts in the 
applicable FERC accounts.” 

ECRC Plant and Expense Subaccounts 

In March 2000, Gulf Power Company began making the manual ECRC plant in service entries. 
The following FERC and subaccounts related to ECRC plant in service are as follows: 

~ ~ ~ ~~ ~ 

901 ECRC - Accumulated Depreciation 

902 ECRC - Accumulated Dismantlement 

FERC SUB DESCRIPTION 

101 901 ECRC - Plant in Service 

1 1 1  90 1 ECRC - Accumulated Amortization 

Also beginning in 2000, the utility is maintaining ECRC expenses by FERC and subaccounts 
for each environmental project. 

Recommendation: 
being used in 2000, and will allow future audit staff to verify items related to the utility’s ECRC filing. 

The audit staff was able to verify that these ECRC FERC and subaccounts are 
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