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papers associated with this audit.
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OFFICE OF AUDITING AND PERFORMANCE ANALYSIS
AUDITOR’S REPORT

May 20, 2010

TO: FLORIDA PUBLIC SERVICE COMMISSION

We have performed the procedures enumerated later in this report to meet the agreed upon
objectives set forth by the Division of Economic Regulation in its audit service request. We
have applied these procedures to the attached schedules prepared by Gulf Power Company in
support of its filing for Fuel Adjustment Clause, Docket No. 100001-EI.

This audit was performed following general standards and field work standards found in the
AICPA Statements on Standards for Attestation Engagements. Our report is based on agreed
upon procedures and the report is intended only for internal Commission use.



I OBJECTIVES AND PROCEDURES

REVENUES

Objective: To determine that the Fuel Adjustment Clause (FAC) revenue and KWHs sold are
properly recorded on the books of the company. This audit also includes the verification that the
clause revenues for Fuel Adjustment Clause (FAC), Capacity Cost Recovery (CCR),
Environmental Cost Recovery (ECRC), and Energy Conservation Cost Recovery (ECCR) are
properly recorded on the books of the company.

Procedures: The audit staff compiled the FAC, CCR, ECRC, and ECCR revenues from
company source documents and reconciled to the filing as well as the general ledger. We
verified that the Commission approved factors were used in the billing of the manual bills. In
addition, audit staff selected a judgmental sample of computerized customer bills to test that the
applicable factors for FAC, CCR, ECCR, and ECRC were used in billing customers.

EXPENSES
Objective: To reconcile the tuel costs to the general fedger.

Procedures:  Audit staft scheduled FERC Account 501, Steam Generation-Fuel, and FERC
Account 547, Other Generation-Fuel, for each month of 2009 from the fuel clause journals. The
audit staff scheduled charges by month by account to obtain total fuel costs which were
reconciled to the general ledger and to the Schedule A-1 filing. Schedule A-1 was recalculated
for each month in 2009. Audit staff also scheduled charges by accounts by plant to obtain total
fuel costs, including amounts listed as “other generation” for each month for the year ended
December 31, 2009,

Objective: To review Purchase Power Agreements and reconcile company filings to books and
records of the company.

Procedures: Audit staff reviewed Purchase Power Agreement Contracts from the company for
Coral Baconton, Dahlberg, and Shell. In addition, audit staff also reviewed purchase power
charges as per the company filing and reconciled them to actual invoices.

Objective: To verify the energy payments to the qualified facilities.

Procedures: The audit staff scheduled payments to qualified facilities from Schedule A-8 and
reconciled the total to Schedule A-1, Line 11. Audit staff also traced the KWHSs reported on
Schedule A-8 to customer bills for January, March, May, July, September, November and
December of 2009,

Objective: To verify that the energy costs of other economic purchases (nonbroker) reconcile to
the books and records of the company



Procedures: The audit staff scheduled economy energy purchases (Schedule A-9) by company
from the interchange Analysis Reports for each month of 2009 and reconciled the total to
Schedule A-1, Line 12. Audit staff also traced purchased amounts to the supporting
intercompany Interchange Contract (IIC) invoices for February, June, September, and November
of 2009.

Objective: To verify that generation related gains derived from non-separated, non-energy
broker network, wholesale energy sales have been credited to the fuel clause.

Procedures: The audit staff scheduled gains on economy sales (Schedule A-6) from the
Interchange Analysis Reports for each month of 2009 and reconciled the total to Schedule A-1,
Line 15. Audit staff also verified through FPSC Order PSC-08-0030-FOF-EI, issued January 8,
2008, that gains are to be shared between ratepayer and shareholder (80% and 20% respectively)
after reaching an estimated benchmark. The appropriate separation factor was not recalculated in
2009 since the estimated benchmark was not met. The audit staff traced the gains to the
supporting [1C invoices for March, June, September, and December of 2009,

Objective: To verify that firm transportation service (FTS) charges for natural gas transportation
agree with the appropriate FTS rate schedules from pipeline company tariffs,

Procedures. Audit staff scheduled natural gas purchases and applicable firm transportation
service charges from the Accounts Payable Analysis for each month of 2009 and reconciled
totals to the general ledger. The audit staff traced purchased amounts and total FTS charges to
the paid invoices for April and December 2009,

Objective: To verify that amounts of the semi-annual Coal Inventory Adjustments for 2009 were
made in accordance with FPSC Order PSC-97-0359-FOF-EI, issued March 31, 1997,

Procedures. For the March 2009 and September 2009 Flyovers, we obtained the Field Schedule
of Flyover results, recalculated the inventory adjustments, compared them to the adjusted book
balances, supporting journal vouchers. Audit staff verified company compliance with
procedures contained in applicable order.

Objective: To reconcile coal and oil purchases noted on FPSC Form 423 with the monthly
Schedule A-5, contractual obligations, and source documentation.

Procedures: Audit staff reconciled coal and oil purchases reported on Form 423 with the
Schedule A-5 filing for June 2009. The audit staff cross-referenced coal and oil purchases to
company journals, stockpile receipt reports, fuel stock reports, in-transit reports, and accounts
payable analysis. Audit staff also traced receipts to the fuel invoices and verified that the rates as
well as the adjustment calculations were in compliance with vendor contracts.

Objective: To reconcile both the hours (service hours, reserve shutdown hours, and unavailable
hours) and the heat rate as filed in the monthly Schedule A-4 for GPIF units with the annual
GPIF filing and source documentation



Procedure: The audit staff reviewed the source documentation that supports the data reported on
Schedule 3 and Schedule 5 of the annual GPIF filing for Crist 4 during September and December
2009. Audit staff traced and recalculated both the oil reported on the Oil Consumed Report and
gas reported on the Start Up and Generation MMBTU by Unit Report (respectively ) to Schedule
3. The Average Net Operating Heat Rate reported on Schedule 3 was recalculated based on
calculation procedures stated by the company. The audit staff generated a schedule by unit, by
fuel burned, to reconcile the Average Net Heat Rate reported on Schedule A-4 with the Average
Net Operating Heat Rate reported on Schedule 3 of GPIF filing for September and December
2009. Audit staff reconciled any differences between Averaging Net Heat Rate reported on
Schedule A-4 and Schedule 3 of the GPIF filing to company records. The audit staff traced the
planned outage hours, service hours, period hours, reserved shutdown outage hours, forced
outage hours, and maintenance outage hours from the outage hours report to Schedule 5 of the
GPIF filing for the months of September and December 2009. Audit staff also traced both the
period hours and service hours to Crist 4 Generation Summary Report from the Outage Hours
Report. The audit staff reconciled the Mbtu, Net Generation and Average Net Operating Heat
Rate (Btw/KWH) values for September and December 2009 reported on Schedule 5 to Schedule
3.

Objective:  To verify that Gulf Power’s treatment of wholesale energy sales sold via the
Intercompany Interchange Contract between operating companies comply with FPSC Order No.
PSC-00-1744-PAA-EI, issued September 26, 2000.

Procedure: Audit staff traced the total for Fuel Adjustment for Southern Company Interchange
reported on Schedule A-6 to the [IC invoice and the company’s Interchange Analysis for
September 2009. The audit staff verified that there is not a gain that should be credited back
through the fuel clause. Wholesale sales via the intercompany exchange are intercompany
transfers without markups/gains. '

TRUE-UP

Objective:  To determine if the True-Up Calculation and interest provision as filed with this
Commission was correctly calculated.

Procedures: Audit staff recalculated the 2009 Fuel Adjustment Clause true-up, and agreed the
beginning true-up amount to the prior audit, and the true-up amounts to the applicable FPSC
Order. The audit staff reconciled the interest rates to the Commercial Paper rates.



EXHIBITS
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EXHIBIT NO. 1 — Schedule A-2, Page 1 of 3

Fus! Cost & Ne! Power Transactions

CALCULATION OF TRUE-UP AND INTEREST PROVISION

GULF POWER COMPANY

FOR THE MONTH OF: DECEMBER 2009

SCHEDULE A-2
PAGE 1 OF 2

Fuel Cost of System Net Ganeration
Other Generalion

Fust Cost of Power Soid

Fuot Cost - Purchased Power

Demand & Non-Fuel Cost Purchased Power
Energy Payments to Qualitying Faciltes
Energy Cost - Economy Purchases
Hedging Seitement Cost

Total Fuel & Mat Powar Transactions
AdiustmentsTe Fusl Cost®

Adj. Total Fuej & Net Powar Transaclions

._KWH Sales

Jursdichonat Sajes
Non-Junisarclionat Sales
Total Terfional Sates

Juris. Sakes as % of Tolal Terr. Sales

CURRENT NONTH PERIOD - TO - DATE
s DIFFERENCE 5 DIFFERENCE
ACTUAL ESTIMATED  AMOUNT (5) % ACTUAL ESTIMATED  AMOUNT (5) %

47.703321.92 57839963  (10,136,041.080 (1752 487.114.613.04 89259143 (NB6.476820.96)  (29.67)
2931112 534.5%5 (295,383.08)  (55.24] 2,666,855.41 SHTABST  (LA5.00150)  (55.9%)
(749351200  (12,182.000)  4.645,648.80 33.46 {60,981,641.05)  (06508,000)  145,566,158.34 70.48
3,008,146.68 LETSO00 121914568 4.88 £1.266,565.60 45001000 1520556560 .00
0.00 0 0.00 0.00 0.0 0 0.00 0.00
522,866.34 0 522,888.34 100.00 4.301.816.56 0 430181656 100.00
0.00 9 0.0 0.00 0.00 0 0.00 0.00
2.269.725.18 1,564,000 705,725.18 $.12 51,232,250.52 19624000 31,608,250,52 151 07
46.237,642.04 43535658 (3298,01556) (6.64) 5456206007 GETI0RI00  (12,080,099.93) 217}
4363266 0 43632.66 100.00 701202 0 W02 10000
45,381 274.70 43,635,655 (1.954,363.30) (6.56) 545.969,072.08 557702100 [117393,027.91) 210)
885,244 133 B&7,182,000 18,062,131 2.08 10,902,824, 031 11,450,213,600 {547,388,969) (4.78)
32686 403 32,132,000 £54 4033 173 ITI460,173 407714000 {34,233,827) (8.40)
7,930,506 895,314,000 18,616,538 2.07 V1,276,304, 200 11857927000 (581,5627,796) (4.90)
564391 96.4271 00120 .01 96.6679 9%6.5617 £.1262 013

‘(Gam)ioss on sales of natural gas and costs of confract dispute Kligation.



EXHIBIT NO. 2 — Schedule A-2, Page 2 of 3

C. Trie-up Caiculation

SCHEDULE A-2

v Jurisdichonal Fuel Revenue

2 Fuel g, Revs. Nol Apphcable to Pencd,

2a Trug-Up Provision

2b Incentive Provision

3 Juns. Fuel Revenue Applicadle 1o Penod

4 hdusted Total Fuel & Net Powar
Transactions {Line A8)

5 Juris. Sales % of Total KWH Sales (Line B4)

6 Juns. Total Fuel & Net Power Transactions
Ad. for Ling Lossas (C4 *C571.0007}

7 True-Up Provision for the Month
Qver/{Under) Colieciion (C3-CE)

§ Interes: Provision lor the Manth

9 Beginning True-Up & inlerest Provision

10 Trua-Up Collacted/ (Relunded)

End ol Penod - Tolal Nel True-Up, Betore

11 Adustment (C7+CB+U8+L10)

12 Adjustment

13 End of Panod - Total Net True-Up

PAGE 2 OF 3
CALCULATION OF TRUE-UP AND INTEREST PROVISION
GULF POWER COMPANY
FOR THE MONTH OF: DECEMBER 2009
CURRENT MONTH PERIOD - TO - DATE
$ DIFFERENCE ; DIFFERENCE
ACTUAL ESTIMATED  AMOUNT (8) % ACTUAL ESTIMATED  AMOUNT (5) 5

49.001,837.58 49,636,631 {634,792.92) {1.28) 622.413,556.18 635367537  (32.983,970.80) (5.03)
{3.997,794.12) 13,997,754) £.00 0.00 (d7373500.00)  (47.973,528) 0.00 0.00
36,114.46 36,114 0.00 0.00 4237297 43,37 0.00 .00
45,040,157.92 45,674,951 (634,793 08) {1.39) 57487341015 607857381  (32,983.970.85] (5.43)
46,381,274.70 40635858  (3.254,383.30) (6.56) 54596807308  SST.702,100  {14,733,026.9%) [2.19)
964391 96,4271 00120 001 96.687% 96.5617 0.1262 0.13
44,760,994.87 47355728 (317453 (6 54) SOB4GATTAT  5IBO2.385 (1067440753 {1.98)
276,163.25 Q.220778)  2.499,341.25 1257 45,626,432.66 88935996  [22,309.56332) 2.3%
(755,07 11,366 (S212107) 10664 (252,136.51) 2,458 (274,39551) 122265
(6.655,804.80) BTI70073  (73829857.80)  109.8) (86731507.57) (47973529 (4D757.97867)  (10164)
3,997 794.12 3,997,734 0.00 0.00 47.973,529.00 47973529 0.0 0.00
(2,383,682.50] BO.S5B455  (TLU2NTTH0) 10346 (2,383,682 50) 63958455 (71342137500  103.46
0.0 0 0.00 0.00 0.00 g 0.00 6.00
2,383,682.50] BB.958.455  (T134213750) 10346 2,383,582 50) B8.058.455  (71.342,137.50]  100.46




