MEMORANDLUM
July 12, 1996

TO: DIVISION OF RECORDS AND REPORTINC
FROM: DIVISION OF AUDITING AND FINANCIAL ANALYSIS (UAHBIUER}KBJ

RE: DOCKET NO. w;n,‘j-_- GULF POWER COMPANY
CAPACITY COST AUDIT REPORT - PERIOD ENDED MARCH 31, 1996
AUDIT CONTROL NO. 95-298-1-2

..............................................................................

The above-referenced audit report is forwarded. Audit exceptions document
deviations from the Uniform System of Accounts, Commission rule or order,
Staff Accounting Bulletin and generally accepted accounting principles. Audic
disclosures show information that may influence the decision process.

The audit working pepers are available for review on request. There are no
confidential working papers assoclated with this audit. ,

Please forward a complete copy of this report to:

Gulf Power Company
Warren E. Tate

P. 0. Box 13470
Pensacola, FL 32591-3470
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Attachment
ce: Chairman Clark
Commissioner Deason
Commissioner Johnson
Commissioner Kiesling
Commissioner Garcla
Mary Andrews Bane, Deputy Executive Director/Technical
Legal Services
Division of Auditing and Financial Analysis (Devlin/Causseaux/
File Folder)
Division of Electric and Gas (Bass)
Tallahassee District Office (Grayson)

Research and Regulatory Review (Harvey)
Office of Public Couns=l
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I. Executive Summary

Audit Purpose: We have applied the procedures, described in
Section II of this report, to audit the appended Capacity Cost
Recovery True Up Filing, filed by Gulf Power Company in support of
Docket NO. 950001-EI for the twelve months period ending March 31,
1996.

Scope Limitation: This report is not based on any confidential
information.

Disclaim Public Use: This is an internal accounting report
prepared after performing a limited scope audit; accordingly, this
document must 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.

Opinion: The appended exhibits, for the twelve months ended March
31, 1996 represent utility books and records maintained in
substantial compliance with Commission Directives; The expressed
opinions extend only to the scope of work described in section II
of this report.




II. Audit Scope

The opinions contained in this report are based on the audit work
described below. When used in this report COMPILED is defined as
audit work which includes the following:

COMPILED - means that the audit staff reconciled exhibit amounts
with the general ledger; visually scanned accounts for error or
inconsistency; disclosed any unresolved error, irregularity, or
inconeistency; and, except as otherwise noted, performed no other
audir work.

Intercompany Interexchange Contract (IIC) Payments/(Receipts):
Traced the reported I1IC Payments/ (Receipts) to the Southern Company
Services (SCS) Power Pool Transaction and Billing Summary.
Compiled the total net settlement (cf which capacity
payments/ (receipts) are a component) presented on the SCS Power
Pool Transaction and Billing Summary.

Schedule "E" Capacity Revenue: There were no Schedule "E" Revenues
for the 12 months period ending March 31, 1996,

Capacity Cost Recovery Revenue: Traced the reported capacity cost
recovery revenue to a company prepared spreadsheet which removed
revenue taxes and interdepartmental use (Purchased Power Capacity
Cost Revenue Net of Taxes). Traced the Purchased Power Capacity
Cost Revenue (Gross) to monthly billing summaries. Reconciled
total kilowatt hours (KWH) presented on monthly billing summaries
(Capacity Clause Recovery Worksheet) to a billing register summary.
Traced the capacity factors used to determine capacity clause
revenue to Company Schedules to ensure that the correct factors
were being applied to KWH usage.

Capacity Included in Retail Base Rate Revenue: Traced to the
applicable Commission order.

Other: Recalculated the true-up and interest provision for the
twelve months period ended March 31, 1996; traced the beginning
true-up to the prior filing; traced the interest rates used in the
calculation of the intcrest provisions to the 30 Day Commercial
Paper Rate.




AUDIT DISCLOSURE NO. 1
SUBJECT: Audit Peried

STATEMENT OF FACT: The Commission ordered Gulf Power Company to
change its filing period from two 8ix month periods, ending
September 30, and March 31 respectively, to a twelve month period
ending September 30. This is found in Docket No. 950001-EI, Order
PSC-95-1089-FOF-EI. The current Audit Request specifies the time
period for the audit to be April 1, 1995 through March 31, 1996.

The current filing procedures present difficulties in performing
the audit.

1). The twelve month audit period includes six months rrom the
period ending September 30. The filing is not comparable to the
filing for the second six month period ending March 31.

2). The filing for the 12 month period ending May 31 actuals and
from June through September 30 estimated does not include the
calculation of the interest provision und calculation of the end of
period total net true-up as in the six month period ending
September 30. Therefore, these cannot be audited unless the auditor
prepares the schedules, which was done in this audit.

3). The schedules for the period ending March 31 are not filed
until the scheduled due date of the audit. Therefore, the auditors
must prepare the schedule, file the audit late, or simply audit the
General ledger with no reconciliation to a filing.




AUDIT DISCLOSURE NO. 2
SUBJECT: Schedule "E" Revenue

STATEMENT OF FACT: The Company did not have Schedule "E" Revenue

for the 12 month period ending March 31, 1996. Schedule "E"
Revenue amounts ended December 31, 1994.




AUDIT DISCLOSURE NO. 3
SUBJECT: FP&L Audit of Southern Company

STATEMENT OF PACT: Florida Power & Light (FP&L), Jacksonville
Flectric Authority (JEA), the City of Tallahassee, and Florida
Power Corporation (FPC) purchase power through long term Unit Power
Sales (UPS) Agreements. The UPS billings include three components:
Energy, Production Capacity, and Transmission Capacity. During
1995 FP&L performed an audit on Southern Company that covered
Production Capacity billirgs for the calendar years 1992 through
1994, and for Transmission Capacity for calendar years 1992 and
1993,

FP&L issued its audit report on December 27, 1995 that included a
number of recommendations and issues for adjustment and resolution.
Gulf Power Company reported that none of the issues (items I
through XV) noted in this report appear to affect Gulf Power
Company.




Florida Public Service Commission
Docket No. 960001-El

GULF POWER COMPANY
Witness: S. D. Cranmer.

Exhibit No. _____ (SDC -1)
SCHEDULE CCA-1

GULF POWER COMPANY
PURCHASED POWER CAPACITY COST RECOVERY CLAUSE
CALCULATION OF FINAL TRUE-UP AMOUNT
APRIL 1995 - SEPTEMBER 1995

1. Estimated over/(under) -recovery for the period
APRIL 19985 - SEPTEMBER 1995
(Schedule CCE-1b approved in Order No.
PSC-95-1089-FOF-E| dated September 5, 1995) 190,165

2. Actual over/(under)-recovery for the period
APRIL 1995 - SEPTEMBER 1995
(Schedule CCA-2 Line 11+12 in the Total column) 600,870

3. Amount to be refunded/(recovered) in the
October, 1996 - September, 1997 projection period
(Line 2 - Line 1) _________410.705
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SCHEDULE CCA-2
GULF POWER COMPANY

PURCHASED POWER CAPACITY COST RECOVERY CLAUSE
CALCULATION OF TRUE-UP AND INTEREST PROVISION
FOR THE PERIOD APRIL 1995 - SEPTEMBER 1985

ACTUAL ACTUAL ACTUAL ACTUAL ACTUAL ACTUAL  ACTUAL

_APRIL MAY JUNE JULY ~ AUGUST  SEPTEMBER TOTAL

liIC Payments / (Receits) ($) (358,551) 202,794 592,062 635252 368,600 403,224 1842381
Schedule E Capacily Revenues ($) 0 o 0 0 0 0 0
Tolal Capacity Payments/{Receipis) (Line 1 + 2) (§) {358,551) 202.794 592,062 635252 368,600 403,224 1842381
Junisdictional % 09630850 00639850 00630850 00639850 09639859  0.9630850 0 9638859
Jurisdictional Capacity Payments / (Receipts) (Line 3 x 4) ($) (346,602) 195491 £70,738 612374 355325 188,702 1,776,020
Amountl inciuded in Retail Base Rate Revenues ($) {137 667) (137 B67) (137 B6T) (137 687) (137, 667) (137,665) (826,000)
Total Jurisdictional Recovery Amount (Line 5 - 8) ($) (208 .915) 333,158 708,408 750,041 492 992 526,387 2602029
Jurisdictional Capactty Cost Recovery Revenue Nel of Taxes (£ 3] 320,804 440 952 468 636 532,066 532,956 764,403 3068817
True-Up Provision ($) 20,002 20,002 20,002 20,002 20,002 20,002  120.012
Jurisdictional Capacity Cost Recovery Revenue (Line 8 + 9) ($) 349,006 450,954 488,638 552,068 552,958 784,405 3,188920
Overl/{Under) Recovery (Line 10-7) ($) 558,841 127,798 (218,768) (197,973) $0.066 258038 586,800

. Interest Provision (§) 1,788 3435 jizr 1,048 1.481 2.181 13870
. Beginning Balance True-Up & Interest Provision ($) 84,625 625262 736,481 499,848 283,821 325268 84 625
. True-Up Collected/(Refunded) ($) (20.002) (20.002) (20,002) (20.002) (20.002) (20.002) (120,012)
End Of Period Total Nel True-Up (Lines 11 + 12 + 13 + 14) ($) 625,262 736,481 498 848 283,821 325288 565481 565483
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SCHEDULE CCA -3

GULF POWER COMPANY
PURCHASED POWER CAPACITY COST RECOVERY CLAUSE
CALCULATION OF INTEREST PROVISION
FOR THE PERIOD APRIL 1985 - SEPTEMBER 1985

ACTUAL ACTUAL ACTUAL ACTUAL ACTUAL ACTUAL

APRIL MAY  JUNE JULY AUGUST  SEPTEMBER TOTAL
1 Beginning True-Up Amount ($) 84,625 625.262 736,491 499,848 283,821 325266

2 Ending True-Up Amount Before Intecest (5) 823484 733056 496721 281,873 323,785 563,302

3 Total Beginning & Ending True-Up Amount ($) (Lines 1 + 2) 708089 1358318 1233212 781,721 607,606 888,568

4 Average True-Up Amount ($) 354,045 679,159 616,608 390,881 303,803 444,284

5. Interest Rale - First Day of Reporting Business Month 0.061200 0.060700 0060700 0061000 0058600 0058400

6 Interest Rate - First Day of Subsequent Business Month 0.060700 0.060700 0061000 0.058600 0058400 0058400

7. Total Interest Rate (Lines S + 6) 0.121800 0121400 0121700 0.119600 0117000 0.117800

8. Average Interest Rale 0.060950 0.060700 0.060850 0.059800 0058500 0.058900

9. Monthly Average Interest Rate (1/12 Of Line 8) 0.005079 0.005058 0.005071 0004983 0.004875 0.004908

10 Interest Provision For the Month (Lines 4 X 8) ($) 1,798 3435 3,127 1,048 1,481 2,181 13870
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Schedule CCE-1a -

Purchased Power Capacity Cost Recovery Clause
Calculation of True-up
Gulf Power Company
October 1996 - September 1997

Estimated over/(under)-recovery, October 1995 - September 1996

(Schedule CCE-1b, line 16) $374,156
Final True-up, April 1995 - September 1995

(Exhibit No. ___(SDC-1), filed May 17, 1996) $410,705
Total Over/(Under)-Recovery = $784,861
Jurisdictional KWH sales, October 1996 - September 1997 8,788,587,000

True-up Factor (Line 3 / Line 4) x 100 (Cents/KWH) (0.0089)

11
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Purchased Povier Capacity Cest Recovery Clause
Calculation of Estimsted True-Up Amesnt

Gulf Power Company
For the Perlod October 1995 - September 1996

Acteal  Actoal  Actsal  Acteal  Actusl

Ocieher  Mevember Drcomber lssary Echruay Mash  Apal by hane kly Aspt  gicaber Tol
BC Paymenis{Roceipts) (5) 12489  $9EE63 120953% LINLESZ LESLIOZ 2007664 (DI2/4) BOA3E ISl WANTIZ L0 SBAEE 1033754
Progecied Capacity Paymest: to Monsasta (5) ] 0 [} [ [] [} L] L] 61,203 £2.202 62202 $2263 240908
Total Capecity Paymenta{ieceipts) (Lima | + Line 2) (5) 152489  S9B63 1,209,533 LIB3,652 1692302 1007664 (I5204) WAM  FIGIED  LEDET4 33 WIATE 1033644
haradactions] %

09639199 09639039 0.96)91Y9 09439839 09639639 0.9639IF 09619 0 I 09119 0919 0.9619E39

09615439
3 banadactsmal Capacity Puyments{Heceipm)

(Lams 3 1 Lime 4) ($) 39794 LIS LI6STT4 1142952 1631053 L9353 (7)) TISI MY MMI® I TR 19,1992
6  Amcust lacladed i Retail Pase Rate Revenaes (5) (137.667) (137667) (137.666) (137,667) (137667) (137,666) (137,667) (137.667) (137,866) (137.667) (137667) (137.666) (1,632000)
7 Total herisdictional Recovery Ameust (Line 3 - Ling 6)(5) 477,461 1,100,357 130),640 1,280,619 1769022 207006 (W067) 213,204 1020853 108 122 6709 1108990
¥ Retail KWH Saies £53,313,000 903,862 000 919,730,000 785,115,000
9 Parchased Pewer Capacity Cost Recovery Facter (#KWH) 0.140 [RL] 0140 0.140
10 Capacity Cost Recovery Revesses (Line § x Lina W100)(5) 841442  $00579 987,087 1019731 F3A042 4TI TERLMS LOTAT0M4  LISMSIE L5725 LD 12227807
11 Revesse Tazes (Line 10 01583)(5) 13320 12673 1583 163 I4ATEE 9T 12493 99T Mo 2/ WD 140 193,37
12 True-Up Proviscn (5) 12898 1289 12898 12098 1259 12096 1194 12098 12999 1259 12958 1209 14T
13 Capacity Cost Recovery R et of Hevemes Tazes

ing 10« Line 11 » Line 12)(5) 2] 39 1 36 93L1%4 9,708 1 1Ll 1 12817 1 12,199,611
14 Oves{Under) Rocovery (L 13 - Lins ) (5) 343959 (9TS)) 19281 (25400)) (I36BSENLI140,154) ITRTTS D401 16484 1MIP e193 Desam 1M
13 lnterest Provesien (5) 1677 1654 2152 3 (LEMN) 6A2%) (L8 CGITDH (L84S m LT 304 (5,570}
16 Total Estimated True-Lp for the Periad October 1993 - Soptember 1796

(Lime 14 + Line 15}(%) 174,136

1
NOTE: bserest is Calouloted for hune Gruagh Scptomber ot May'y te of 43% po monih
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Commissioners:

SUSAN F. CLARK, CHAIRMAN DIVISION OF RECORDS &

). TERRY DEASON REPORTING
JULIA L.JOHNSON BLANCA §. BAYO
DIANE K. KIESLING DIRECTOR

(904) 413-6770

JOE GARCIA

Public Serbice Commigsion

July 12, 1996

Warren E. Tate

Gulf Power Company

Post Office Box 13470
Pensacola, Florida 32591-3470

RE: Docket No. 960001-EI -- Gulf Power Company
Capacity Cost Audit Report - Period Ended March 31, 1996

Dear Mr. Tate:

The enclosed audit report is forwarded for your review. Any company response filed with
this office within ten (10) work days of the above date will be forwarded for consideration

by the staff analyst in the preparation of a recommendation for this case.

Thank you for your cooperation.
Sincerely,

a. '

Blanca S. Bay6

BSB/mas
Enclosure
cc: Public Counsel
Beggs & Lane Law Firm






