MEMORANDUM
April 6, 1998

TO: DIVISION OF RECORDS AND REPORTING
FROM: DIVISION OF AUDITING AND FINANCIAL ANALYSIS (VAHDIUER)()J

RE: DOCKET NO. 980007-EI -- GULF POWER COMPANY
ENVIRONMENTAL COST RECOVERY CLAUSE AUDIT REPORT
AUDIT CONTROL NO. 98-022-1-1

-----------------------------------------------------------------------------

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

Tie audit was prepared using a micro computer and has been recorded on one
diskette. The diskette may be reviewed using IBM compatible equipment and
LOTUS 1-2-3 software, There are no confidential working papers associated
with this audit.

Please forward a complete copy of this audit report to:

Gulf Power Company

Susan D. Cranmer

One Energy Place
Pensacola, FL 32520-0780

DNV/sp
Attachment
cec: Chairman Johnson
Commissioner Clark
Commissioner Deason
Commissioner Garcia
Commissioner Jacobs
Mary Andrews Bane, Deputy Executive Director/Technical
Legal Services
Division of Auditing and Financial Analysis (Devlin/Causseaux/
File Folder)
Division of Electric and Gas (Tew)
Tallahassee District Office (Hicks)

Research and Regulatory Review (Harvey)
Office of Public Counsel
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FLORIDA PUBLIC SERVICE COMMISSION

DIVISION OF AUDITING AND FINANCIAL ANALYSIS
BUREAU OF AUDITING

Tallahassee District Office

GULF POWER COMPANY
ENVIRONMENTAL COST RECOVERY CLAUSE
HISTORICAL YEAR ENDED SEPTEMBER 30, 1997
DOCKET NO. 980007-El

AUDIT CONTROL NO. 98-022-1-1
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DIVISION OF AUDITING AND FINANCIAL. ANALYSIS
AUDITOR’S REPORT

APRIL 3, 1998

TO: FLORIDA PUBLIC SERVICE COMMISSION AND OTHER INTERESTED PARTIES

We have applied the procedures described later in this report to audit the appended
Environmental Cost Recovery Clause Filing Schedules 2A and 3A for the historical i2-month
period ended September 30, 1997, for Gulf Power Company. These schedules were prepare’
by the utility as part of its request for environmental cost recovery as filed in Docket No.
980007-El. There is no confidential information associated with this audit, and there are no
audit staff minority opinions.

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.

In our opinion, the schedules referred to above present fairly, in all material respects,
the utility’s books and records, maintained in conformity with the accounting practices
prescribed by the Florida Public Service Commission. The attached findings discuss all
differences and other matters which were noted during our examination.




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 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 substantiating documentation was examinad.

INVESTMENT: Scanned additions to plant in se-vice and construction work in progress;
verified judgmental sample of plant additions; agreed depreciation rates to prior audit; tested
separation of dismantlement expense from depreciation expense; recalculated plant recoverable
costs; verified plant additions per utility filing schedule BA; tested for capitalized minor item
replacements.

REVENUES:  Recalculated revenue.

EXPENSES: Reconciled operation and maintenance (O&M) expenses from subsidiary
ledgers to the filing; verified sampled O&M expenses to invoices; verified the level of costs
recovered through base rates are deducted from environmental O&M expenses.

OTHER:  Recalculated true-up and interest provision; verified interest rates used in the
calculation of the interest provision; reconciled cost of capital to cost of capital approved in
the utility’s last rate order.



DISCLOSURE

Disclosure No. 1
Subject: Fuel Tanks

Statement of Fact: The utility installed new above ground fuel tanks with plant costs of
$9,630 in October, 1996 and $48,511 in November, 1996. These tank costs appear in the
utility’s filing on Schedule SA, page 15, as environmental cost recovery plant.

The new fuel tanks replaced underground fuel tanks not capitalized in environmental cost
recovery plant.

The utility decided to replace the underground fuel tanks based on risk management analysis
of Florida Department of Environmental Protection rule 62-761, which regulates storage tank
systems.

Recommendation: Reconsider allowing capitalization of new fuel tanks as environmental
cost recovery plant. Both new and old fuel tanks share identical purposes and functions. New
plant should be capitalized in the same manner as old plant - outside of Environmental Cost
Recovery.

-3-



-p_

BCRC Revenoes (nat of Revesee Tanes)
Trwe-Up Provision (Order No. PSC-96-1171-FOF-ED
ECRC Rrvesmes Agplicably to Peried (Lisss 1 + )
Irindicsonal F{RT Cos

& Of M Activities (Schedule SA, Line %)

b Copital Progoce (Scadide TA, Lise %)

¢ Toml Jeriefictions] BCRC Costa

Overfi Uinder) Revovery [iae J - Line d¢)

tmacress Prowision (Schedicle 1A, Line 10}

Tree Up CollersndRefumted) (Sor lme 1)

nd of Puriod Totd TreeUp (Lines 5 + 6+ 74 Ta +8)
Adsmamrmss 10 Pored Totel Trae-Up inchabog lmeres
2 Adpestcst w FE 1007, por endin

b O &M Adpmtearsl por sl

st of Prrind Toest Met Troe-Up (Lines ¥ « 1)

Gl Pewer Campuxy
Exveoameatsl Cont Recevery Clssse (FCRO)
C sdculstion of te Finad Troe-Up Amomst for e Pened
Octabar 199 - Saptesier 1997

End-ol-Peried Trae-Up Amwusi
{in Deflan)

Bndof

Paviod

October Nowvembe Dessher  lesery Folwwsry [ A May Jax Iudy oz Seaomber  Amoust
TNim e 0645 00,712 (3.1 1] 0,140 661158 01028 90514} 1080359 1,062,764 1001080 9906307

L9047} 0aM W4T WD b 12 w47y 90473 AN 904M PO4M  MMATS 90475 LOSSSE)
M08 WM N9 T TTIAN TSN "5 L TiH LTS 02 1,171,555 10991 888

€0.501 2 @ 16058 71087 178026 L2

o

R0 50 2R

", Qe (10,764) (3.425) s nan 189 Wiz 8D

1967 pi-2) |7 m a1 L1 LS 1e26 410 1487
1 A (52.249) 0xee 4,754) (A22.616) ansan e MA63 1083653
AT 523473 51347 515473 52547 523573 51557 51567 AT ST

. DOS  GRAN)  (SeAM) (90475 (WAT5) (1083680

urm

man 80333 MM WLl

17581
@43

Mo _#‘hh-ﬂ—-ﬂ_-hﬂ“”“-m&m-‘l-ﬂ_lu Hour.



-g_

(sl Power Coampay
Esvevomestsl Cost Recowery Clanse (ECRC)
Cuicuintion of Sur Fimal Trae-Up Amowst for the Period
October 1994 - Beptember 1997

Tatrreet Provisies
(= Dellery)
Qoober  Movembe: Dwocomber  lasmary Extemmry March April May - by Asgud St
Beginuing Troe-Up Assowst (Sch 2A, Lines 7 + 7a + 1) 1AI9082  1ATRAM  LII24S 99,584 i I Inas sy 1e3,057 mam “€.5m s
Ending Troo-Up Amsust Bofes bt (Line | +SchJA Lin_ 1460660 1105403 645092 Goad3 _ J7LAQ VTLIST  TIOM MAANS  MOS) @S sm)iz  seam
Tatsl of Degianing & Ending Trerap (Lises | + AMNTR 2SM0S)  LTIEANT 1297881 BELTM aSsl . Bgw oSl )00 NI 1 pea )TN0
Average True-Lip Amsmst (Live } & LT) AN _MI0NAR_ITRID S9N _ SLME _J32M06 NSRS PITI.__ATEARI. T $H3N____ L0
Setorsst Rt (Tt Duy of Reponeg Bamisens Mondt ) GOS400 QOSIS00  DONSI0 00590 OSSN0 OOSAN00 [ 12370 0.0%200 LT 0034200 053000 0053600

tme w Raoe (Firm Dy o Sabmoqaeny Bumawrss Mosdh) 0300 0056000 Q03600  QO0SSE00 0053600 Q05NN
Teeal of Bogmmemg B Frcing bnterrot feses (Lose § = Lise &) w_um_wmm_m
Averngs lutoest Rate (Liné 71 12) 00MIC0 0OMISH GOS00  GOSTO00  GASH00  OOSIESD 0OSES00  0O0%I00 GOS0 00000 00T DOIS4S
Moathly Averegr tntoest Rase (Line § 2 112) 0004308 000451)  GOOMTH) 000470 Q4TI GO0MI4  0B0MTI)  O00MTS  0004STS 0006867  000MAY 0004621

\mserest Provisies (e e bisuth (Lime 4 3 Line %) —___AU___ 4R 2.1 el L8 m i n 1243 2 AR




. STATE OF FLORIDA

DiviSioN OF RECORDS & REPORTING
BLANCA S. BAYO
DIRECTOR

(850)413-6770

Commissioners:
JULIA L. JOHNSON, CHAIRMAN
J. TERRY DEASON

SusanN F. CLARK .
JOE GARCIA \&

Public Serbice

Commission
April 8, 1998

Gulf Power Company

Ms. Susan D. Cranmer

One Energy Place

Pensacola, Florida 32520-0780

Re: Docket No. 980007 - El - Gulf Power Company
Environmental Cost Recovery Clause Audit Report
Audit Control # 8-022-1-1

Dear Ms. Cranmer:
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.
Enclosure

Sincerely,
é&.“ 5 %
nca S. Bayod
cc: Public Counsel

Division of Auditing and Financial Analysis
Beggs and Lane Law Firm

Thank you for your cooperation.

BSB/cls

CAPITAL CIRCLE OFFICE CENTER * 2540 SHUMARD OAK BOULEVARD » TALLAHASSLE, FL 32399-0850
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