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DATE: June 7, 2004

TO: Daniel Lee, Division of Economic Regulation

FROM: Denise N. Vandiver, Chief, Bureau of Auditing
Division of Regulato ry Compliance and Consumer Assistance

RE: Docket No. 040001 -El; Company Name: Gulf Power Company ; Audit
Purpose: Capacity Cost Recove ry Clause audit;
Audit Control No. 04-022-1-1

Attached is the final audit repo rt for the utility stated above. I am sending the utility a
copy of this memo and the audit report. if the utility desires to file a response to the
audit report, it should send the response to the Division of the Commission Clerk and
Administrative Services. There are no confidential work papers associated with this
audit.
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GULF POWER COMPANY 

CAPACITY COST RECOVERY AUDIT 

TWELVE MONTH PERIOD ENDED DECEMBER 3 1,2003 

DOCKET NO. 040001-E1 

AUDIT CONTROL NO. 04-022-1 -1 

Bob Moore, Audit Staff 
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DIVISION OF AUDITING AND SAFETY 

AUDITOR’S REPORT 

April 15,2004 
1 

1 w 

TO: FLORIDA PUBLIC SERVICE COMMISSION AND OTHER INTERESTED PARTIES 

We have applied the procedures described later in this report to audit the accompanying 
Capacity Cost Recovery Clause schedules for the 12-month period ending December 3 I, 2003 for Gulf 
Power Company. The above schedules have been included as exhibits in this report. These schedules 
were prepared by the utility as part of its support for cost recovery in Docket No. 040001-EI. 

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 PROCEDURES 

Our audit was performed 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 definition3 apply when used in this report: 

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

Compiled - The exhibit amounts were reconciled with the general ledger, and accounts were scanned for 
error or inconsistency. 

Verify - The item was tested for accuracy and compared to the substantiating documentation. 

CAPACITY REVENUE: Revenue will be audited in Review of Billing, Audit Control Number 04-044-1 -1. 

TRANSMISSION REVENUE: Scanned Company filed schedules and supporting documents. Compiled 
and verified Transmission Revenue filed on Line No. 2 of Schedule CCA-2. Recalculated Transmission 
Revenues used in true-up for the 2003 recovery period. 

CAPACITY EXPENSE: Scanned Company filed schedules and IIC invoices for 12 months ended 
December 3 1,2003. Obtained a list of all recoverable costs through the capacity cost recovery clause. 
Scanned capacity contracts and other adjustments recovered in the Capacity Clause for appropriate account. 
Verified January, February, and August IIC Payments/(Receipts) amounts filed on Line No. 1 of Schedule 
CCA-2 to general ledger and IIC invoices. 

TRUE-UP: Determined the total capacity cost recovery true-up. Obtained the True-Up to be collected for 
the year 2003 from Order PSC-02- 176 1 -FOF-EI. Obtained the approved interest rates based on the Wall 
Street Journal. Recomputed True-Up Interest Provision. Verified the JunsdictionaI percent. Recomputed 
the true-up. 
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DISCLOSURES 

Disclosure No. 1 
I 

Subject : RevisecWilin g 

Statement of Fact: The original filing of Schedule CCA-2 for the year 2003 included a prior period 
adjustment of $53,092 due to an error the Company believed was made in December, 2002. Staff reviewed 
the 2002 filing and found the only error to be $28 of interest. The prior period adjustment in the original 
filing also caused a $3 1 error of interest in January, 2003. The Company has made a revision removing the 
adjustment of $53,092 from the filing. 

Recommendation: 
decreases the 2003 End of Period Total Net True-Up by $59.00. The Company stated a correcting entry will 
be made in March, 2004. No entry needs to be made to the revised schedule for the $59,092 adjustment. The 
$59 recommended entry is shown below. 

The Company should make the prior period correcting entry listed below. This entry 

FERC SUB AMOUNT 
254 00501 PPCCR OVER-RECO $59.00 
431 00999 INT EXP-CAPA CL ($5 9.00) 
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Disclosure No. 2 

Subject: Transmission Revenues 

Statement of Fa& 
1. Transmission revenues booked to the general ledger come from the monthly transmission 

schedules provided to the utility from Southern Company. 

2. For September, 2003 transmission revenues were: 
($16,169.31) per general ledger and rounded on schedule CCA-2 
($1 1,710.70) per utility schedules of transmission revenues 

3. For November, 2003 transmission revenues were: 
($ 8,525.04) per general ledger and rounded on schedule CCA-2 
($13,309.21) per utility transmission revenues schedules 

Recommendation: Increase filed transmission revenues by $325.56. 

1. For September, 2003 transmission revenues: (dollars) 
($16,169.31) per general ledger and rounded on schedule CCA-2 
($1 I ,7 10.70) per utility schedules of transmission revenues 
[ $4,458.61) net overstatement in the filed schedule CCA-2 

2. For November, 2003 transmission revenues: (dollars) 

($13,309.2 1) per utility schedules of transmission revenues 
($8,525.04) per general ledger and rounded on schedule CCA-2 

$4,784.17 net understatement in the filed schedule CCA-2 

3 .  Adjustment to transmission revenues 
($4,458 .e l )  Sept, 2003 overstatement in the filed schedule CCA-2 
$4,784.17 Nov, 2003 understatement in the filed schedule CCA-2 
$ 325.56 net understatement in the filed schedule CCA-2 

The Company stated this was corrected in February, 2004. It was not reflected in the revised schedule 
CCA-2 for 2003. It may be reflected on schedule CCA-2 for 2004. 
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GULF POWER COMPANY 
PURCHASED POWER C A P m  COST RECOVERY CLAUSE 

CALCULATION OF INTEREST PROVlSlOiJ 
FOR THE -OD JANUARY 2003 - DECEMBER 2003 




