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July 2, 1997 

Ms. Blanca S. Bayo, Director 
Division of Records and Reportrng 
Florida Public Service Commission 
2540 Shumard Oak Boulevard 
Tallahassee Fl 32399-0870 

Dear Ms. Bayo: 

RE: Docket No. 070007-EI- Gulf Power Company 
Environmental Cost Audit Report - Period Ended Septerr.ber 30. 1996 
Audit Control #97 -064-1-1 

... 
J 

Attached is Gulf Power Company's response to the above mentroned audrt repon 
If you have any question~. please contact Davrd Elder. Internal Audrtmg C:~sctor. at 

850-444-6323 

- Susan D Cranmer - .Assistant Secretary and Assrstant Treasurer 
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Auait Disclosure No. 1 

Subject: Retainage 

Statement or .. ~acts: Gulf Power retams 10% of the payment for dll 10\'0II:C\ from 

co~truction vendor.; to insure contrart performance. The Cnmpany ltlcnttlie\ till' a' 

retainage. Gulf recerves a rate of return on 100% of 11~ 1nve,tmen1 throu~h the I:CRC 

Gulf also depreciates 100% of the Investments in f:.CRC . anJ re~o:e1ve' a IOO 'k n·IUrn 

on the related depreciation expense. At the conclu~ion of the com!rul:llllll proJect . Gull 

records 100% of Lhe investment, which includes retainagc The retamagt: ~~ not pau.l 

until Gulf is satisfied with the performance Sometimes the payment " 111 : made um II 

several months after the construction i~ put 1nto !>c:rvkc 

For IlK' period April through September 1996. Gulf e~ttmated the return from rctam•:d 

amounts was $34.697 and from depreciation was $8.833 

Opinion: The ECRC allows a return on in.vcsunent and a 100% return on deprt:ciatmn 

expense. Gulrs inclusion of retain.age in its ECRC inve!>tlllCnt prior to payment. 

results in an overrecovery because the Company ts earnmg a rt:tum 'Ill rnnmc' r.ot 

actually paid. 

Company Response 

It is Gulf Power Company's posi tion that theM: retained amounts arc properly 111dudcd 

in the investment balances and should llQ1 be: excluded for purposes of c.:alculaung 

depreciation or carrying cost. Gulf mamtai,s its hooks and records m aLcnrd,mc.:e wuh 

Generally Accepted Accounung Pnnciplcs (GAAP) and in ;~ccordancc w11h th.: Code ol 

Federal Regulation. Title 18. The FPSC ha~ under Rule 25 6 01~ and 25 Cl 01 4~ 

adopted CFR Title 18. Implicit in the adopuon of CrR 18 1s adopuon of accrual has.cd 

accounting contained therein. lncluston of retained account~ i'l rhe invc,tment halaoccs 

is consistent wit11 accrual based accounung and CFR Title 18. Ba~11:ally. IOO':f ut an 

invoice is recorded to the appropriate work order or expen;,c account. and the unpa1d 

reLamage ts esLablished as a current liability (FERC 232). As •uch. thl\ lidhillly 1~ 

recognized in the working capiral detcrmmauon for ba~e rate\ and suncillance 

ourposes. i.e .. the customer is g1ven credit for the deferred payment 111 b;"e rate' 



Audit Disclosure No. 2 

Subject: S02 Allowances 

Statement of Fact: SOl Allowance' h~ted on &:hedulc HA. l.1nc 2. Page 16 (II 16. lur 

July. August and September 1996 do not equal the General Lc.:<.lger :t' lolluw .. 

July S (495 63) 
August S (955 14) 

September $(1.391.61 l 
$(2 .842 38) 

Auditor Opinion: The S02 Allowance Investment ere<.! II .-. undcr\lalell h ulure Ill 

record proper SOl Allowances may result in overrcwvcry 

Company R esponse 

For the months July. August. and September. Dame I un11s I and 2 allowanre' were: 

inavencmly recorded at 100% instead of Gulfs 50% The C'ompan) lound and 

corrected the error in November 1996. and mformed the auduor of th•~ ~nrrccunn 

during the course of the audit 
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Audit Disclosure No. 3 

Subject: Legal Expense!. 

Statement or Fact: Gulf has charge<.l $12 .577 to I:CRC lor legal expcn'e~ rm the \1~ 

months en<.lt:d September 1996. 

Auditor Opinion: The prevtous audit <.lt!>closc<.l SR .:!7 5 111 legal cxpcn\c\ fo r the ycar 

April 1995 through March 1996. The r,;urrenl legal expcn~c' charge~ have more than 

tripled to $25.154 on an annualited bas i ~ 

Company Response 

Due to continued state regulatory change:.. modification\ an<.l rcvt:.ton' 111 lhc 
implemenuuion of the Clean Air Ac..t Amendment Tttle V prov t !>ion~. Gull hal> mcurretl 

additional legal fees in order to assure compliance with thc new regulatory mill:wvc~ 
on Title V. 
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Audit Disclosure No. 4 

Subject: 0 & M Expenses 

Statement or Fact: The auduur tjue~twn.."d several expcn'c' the Company mcludnl l11r 

recovery through ECRC. Gulf Power resonded that the lollov. me adJU\tment' 'hould 

be made : 
Meal $ I I ~ 61J 1 

Spltt between ECRC :111d Non-ECRC (I <>X kOl 

Meal IX 1)0) 

Non-ECRC" (l2140J 

25 % Mark l'p (564 IX)) 

Keypunch Error (6.(~' ()()) 

Expense should be capitaltud 110,174 ~4) 
s I 1"1 • .!97 I )J 

Auditor Opinion: The aud11 stall recommends that thc!>c expense' he udJU!>ted Gull 

has stated these adjuslments will he made to the ECHC account~ ;wd $10.1 74 that wa~ 

expcn.~ will be capiLalized 

Company Response 

Gulf agrees with all amounts with the cxceptwn of the 25 'X mark up nl S564 oo. anti 
the expense to be capil3Ji7.cd in the amount of Sl0. 174 .24 Tht.: correct ammuu of tlw 

25% mark up to be removed from recovery j, S206 65 and the amount to he capllalw:d 

is $11.369.65 . The capitalized amount will bc tncludcd tn the ECRC cah.:ul.uu•n. 'mcc 

it relates to an approved activity . 
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