MEMORANDUMN

June 24, 1998 ORJG!’“‘H

TO: DIVISION OF RECORDS AND REPORTING

FROM: DIVISION OF AUDITING AND FINANCIAL ANALYSIS (DEVLIN) ﬂqi

RE: DOCKET NO. 980001-EI -- GULF POWER COMPANY
AUDIT REPORT - CAPACITY COST - PERIOD ENDED SEFTEMBER 30, 199}
AUDIT CONTROL NO. 98-094-1-1

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. Audit
disclosures show information that may Influence the decision process.

The 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 confldential working papers associated
with this audit.

Please forward a complete copy of this audit report to:

Gulf Power Company

Warren E. Tate

One Energy Place
Pensacola, FL 32520-0780

TID/sp
Attachment
cc; Chalrman Johnson
Commissioner Clark
Commissioner Deason
Commissioner Garcia
Commissioner Jacobs
Mary Andrews Bane, Deputy Executive Director/Technical
Legal Services
Divislon of Auditing and Financlal Analysis (Devlin/Causseaux/
File Folder)
Division of Electric and Gas (Ging)
Tallahassee District Office (Hicks)

Research and Regulatory Review (Harvey)
Office of Publiec Counsel




FLORIDA PUBLIC SERVICE COMMISSION
DIVISION OF AUDITING AND FINANCIAL ANALYSIS
BUREAU OF AUDITING

Tallahassee District Office

Gulf Power Company

Capacity Audit
HISTORICAL YEAR ENDED September 30, 1997

DOCKET NO. 980001-El
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DIVISION OF AUDITING AND FINANCIAL ANALYSIS
AUDITOR’'S REPORT

June 11, 1998

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 True Up Filing for the historical 12-month period ended September 30, 1997
for Gulf Power Company. These schedules were prepared by the utility as part of its petition filed in
Docket No. 980001-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
stafT in the performance of their duties. Substantial additional work would have to be performed to
satisfy p=nerally accepted auditing standards and produce audited financial statements for public use.

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

Gulf Power Company changed its factors as of January 1, 1997 to base the calculated capacity
on gas generation in lieu of fossil fuels. This changed the calculated rate factors, resulting in a
reduction of approximately $5 million dollars in capacity charges.

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.

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

Reviewed - The exhibit amounts were reconciled with the general ledger. The general ledger account
balances were traced to subsidiary ledgers, and selective analytical review procedures were applied.

Examined - The exhibit amounts were reconciled with the general ledger. The general ledger account
ba:ances were traced to subsidiary ledgers. Selective analytical review procedures were applied, and
account balances were tested to the extent further described.

Verify - The item was tested for accuracy, and substantiating documentation was examined.

NET OPERATING INCOME: The audit staff examined the exhibit amounts. Visually scanned
the supporting accounts for error or inconsistency. Stafl also verified selected amounts testing
amounts directly from customers bills, as most of the revenue and expense were verified using
summary schedules. Reviewed the Intercompany Interexchange Contracts (11C) Payments/Receipts,
and calculated a trial balance to determine that the monthly net settlement amount. Traced the
reporied 1IC Payments/Receipts to the Southem Company Services (SCS) Power Pool Transaction and
Billing Summary. Compiled the total net settlement (of which capacity payments/receipts are o
component) presented on the SCS Power Pool Transaction and Billing Summary.

Traced the Capacity Cost Recovery Revenues 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 the monthly billing summaries.
Recomputed the total kilowatt hours (KWH) presented on the monthly billing summaries entitled
Capacity Clause Recovery Worksheet and reconciled to the 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.
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Traced the Capacity amounts included in Retail Base Rate Revenue to the applicable Commission
order.

OTHER: Recomputed the true-up and interest provision for the twelve month period ending
September 30, 1997 from the filing and traced 1o the beginning truc-up in the prior filing. Traced the
interest rates used in the calculation were 1o the 30 Day Commercial Paper Rate.

The auditor also recalculated certain factors for the mid-course correction to ensure that the true-up
amount was correct.
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Flonga Public Service Commission
Docket No. 980001-E|

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
OCTOBER 1996 - SEPTEMBER 1997

1. Estimated over/(under)-recovery for the period
OCTOBER 1996 - SEPTEMBER 1997
with the mid-course correction filing
(Schedule CCE-1a approved in Order No. 3.315.668
PSC-97-0021-FOF-E| dated January 6, 1997)

2. Incremental Estimated over/(under) -recovery for the period
OCTOBER 1996 - SEPTEMBER 1997
(Schedule CCE-1a approved in Order No.
PSC-97-1045-FOF -El dated September S, 1997) (523.967)

3. Net Estimated over/(under)-recovery lor the penod
OCTOBER 1996 - SEPTEMBER 1997
(Schedule CCE-1a approved in Order No.
PSC-97-1045-FOF-EI dated September 5. 1997) 2.791.701
(Line 1 + Line 2)

4. Actual over/(under)-recovery for the penod
OCTOBER 1996 - SEPTEMBER 1997
(Schedule CCA-2 Line 11+12n the Total column) 4 270,156

5. Amount to be refunded/(recovered) in the
OCTOBER 1998 - DECEMBER 1998 projection period
(Ling 4 - Line 3) 1478,455
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Drveaos o Recoaps & Riros e
Bianca 5 Bayo
DirECTOR

(850)413-6770

. STATE OF FLORIDA

Commissioners:

JuLia L, JOHNSON, CHAIRMAN
J. TERRY DEASON

Susan F.CLARK 11y
JOE GARC1A ‘_,_ -
E. LEON Jacoss, JR. =

Public Serbice Commission

June 29, 1998

Warren E. Tate, Secretary and Treasurer
Gulf Power Company

One Energy Place
Pensacola, Florida 32520-0780

Re: Docket No. 980001 - El - Gulf Power Company
Audit Report - Capacity Cost - Period Ended September 30, 1997
Audit Control # 98-094-]-]

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 case will be forwarded for consideration by the
staff analyst in the preparation of a recommendation for this case.

Thank you for your cooperation.
Sincerely,
Blanca S. Bayo ' %
BSB/ABF
Enclosure

cc:  Public Counsel
Division of Audit and Financial Analysis

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

An AfMrmative Actisa/Equal Opportuaity Employer
Public Service Comminsion Website: wew Lacriset leternet E-mail: coslact o pacstate.flus
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