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November 4, 1998 

TO · DlVISlON OF RECORDS AND REPORTING 

FROM; DIVISION OF AUDITING AND FINANCIAL ANALYSIS ( VANDIVER) ()) 

RE : DOCKET NO . 980002 · F.C •• GULf POWER COMPANY 
CONSERVATION AUDIT REPORT • PERIOD ENDED HARCH ll . 19'18 
AUDIT CONTROL NO . 98·173·1 · 1 

Tho above· referenced audit r eport ia forvardod . Audt t exccp~ tons dOCWit'nt 
devlatlons from the Uniform System of Accounts, Commi ssion rule or order, 
Staff Accounting Bulletin And generally accepted account in& principles . Audit 
disclosures show information thet may i nfluence Lhc decision process. 

Tho audit was prepared us i ng a micro computer and haB been recorded on one 
d i s ke tte . Tho diskette may be reviewed using 18H compatible oqulpmont and 
LOTUS 1· 2 • 3 software . There are no confident ill 1 work Ins papers AS soc iattld 
with th i s audit . 

Pl ease forward a c omplete copy of this audi t report to : 

Culf Power Company 
llorron E. Tote 
One Energy Pl ace 
Pensacola, FL 32~20 ·0780 

DNV/sp 
Attachment 
cc : Chairman Johnson 

Commissioner Clark 
Commissioner Deaaon 
Commissioner Garcia 
Co~~~missloner Jacoba 
Hary Andrews Bane, Deputy Executive Dlr octor(Tcchnl cal 
Legal Sorvl cc• 
Diviaton of Audtcing and Financial Analysis (Dovl l n/Causaeoux/ 

Pile Folder) 
Olvlaion of Electric end Caa (Colson) 
Tallahassee Dlscrlcc Office (Hlcks) 

Resea rch and Rogu La tory Review (ICarvey) 
Offi ce of Publlc Counaol 
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DIVISION OF AUDITING AND FINANC IAL ANALYS IS 
AUDITOR'S REPORT 

October 30, 1998 

TO: FLORIDA PUBLIC SERVI CE COMMISSION AND OTHER INTERE,',IED PARTIES 

We have applied the procedures described later in this report to audit the accompanying Energy 
Conservation Cost Recovery (ECCR) schedules for the historica: 6-month period ended March 31, 
1998, for Gulf Power Company. These schedules were prepared by the Utility as pan of its ECCR 
filing in Docket No. 980002-EG. There is no confidential information associated with this audit. 

This is an intemnl accounting report prepared after performing o limited scope audit. 
Accordingly, this report should not be relied upon for any purpose except to ossist the Commission 
staff in the performance of their duties. SubSUlntial additional work ·would have to be perfom1cd to 
satisfy generally accepted auditing standards and produce audited financial statements for public usc. 

In our opinion. the schedules referred to above present fairly, in all material respects, the 
Utili ty's books and trccords, maintained in conformity with the accounting practices prescribed by the 
Florida Public Service Commission. The attached findings discuss all diiTcrenccs and other matters 
which were noted dwing our examination. 

·1· 



SUMMARY OF SIGNIFICANT FINDrNGS: 
Two pmgmms do not promote energy efficiency or conservation. Three of the progmms have 

little or no activity. $34,829 of legal expenses were charged to ECCR. Payroll and benefits of 
$827.359 mnke up 72% of the expen.~s charged to ECCR. 

SUMMARY OF SIGNIFICANT PROCEDURES: 
Our audit was performed by examining, on a judgmental basis. certain transactions and account 

halnnces which we believe arc 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 
;lrc summtlriZ¢4 ~low, 

CONSERVATION REVENUES: Traced the approved ECCR adjustment factors from tnc 
Commission's orders to the Utility's energy (KWH) sales during the six·month period to determine 
Conservation Revenues for True-up. 

CONSERVATION EXPENSES: Traced aU account balances for expenses from the Utility's filing to 
the Company's Monthly ECCR Program Category Expense Distribution Schedules and the 
Consolidated Register Summary, and then to the General Ledger to determine Conservation Expenses 
for True-up. 

OTHER: Reconciled Company filed CT schedules to the Company's books and records. Obtained 
employee salaries charged to ECCR. Obtained a schedule calculating employee benefits. Determined 
advertising costs charged to ECCR. Researched selected invoices from Accounts Payable Detail 
Distribution Register. 
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DISCLOSURES 

Disclosure No. I 

Subject: •uo Purification 

Statement or Fact: The Company, under its research and development program. has II project to tcSl 
the reliability of ozone ns an alternative to chlorine as a disinfectant. A SS,OOO payment to 0 7.onc 
Technology was charged to Accowlt 908-1671. 

Recommendation: This program does not promote: energy eflicicncy or conservation. The SS,OOO 
charged to this program in October 1997 should be removed from ~CCR. 
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Oisclosurt No. 2 

Subject: Mind Oxidant (MIOX) 

Statement of Fact: 'J1Je Company, undO'" its research nnd development program. has a project to test 
the MIOX process to disinfect the water system for Panama Ci ty Beach. MIOX is u mixed oxidant 
technology which electrolytically produces 11 combinntion of oxidants for disinfc:ction. $2,000 was 
charged to Account908-1671 for rental of an automated mix<.-d oxidant generator. twin tower water 
softener and oxidant tnnk. 

Recommendat ion: This progrum docs not promote energy efficiency or conscrvntion. The $2,000 
charged to this project in March 1998 should be removed from ECCi-. 

..... 



Disdosu~ No. 3 

ubjc:ct: ECCR Prog.num 

St111cmcnt o( Fact: 
charges were made:. 

Little: or no activity was performed in the follo"ins prosmms even though 

ECCH PROGRAM ACIJYITY" CIIAHGES TO ECCR 

P11yroll & DcnefiiJ Othrr 

I In Conc:cn With The Environment 0 SI 2.0H $15.199 

2. Good Cents Environmenllll Home: 0 S8.743 

3. Duct Lc:nkagc: Repair 3 s 17.586 S6 

4. Gulf Express Loan Discontinued second quarter 1997 $10.357 $17.215 

• 1\Cll\ II) 

I No presentations made 
2. No Good Cents Environmental Homes constructed 
3. 3 duct lc:nkage repair units completed compared to og011l of 50. October 1996 through September 
1997 hnd I 0 repair units completed compared 10 a goal of I 07 "ith expenses of S68. 763. 

Rc~ommcndatlon : These progmms should be reviewed for elimination. 
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Disclosure No. 4 

Subject: Salariea and Benefiu 

Statement of Fact: Salaries and Benefits .:omprise 72% of the total ECCR expenses. Total ECCR 
expenses were $1,154,830 including salaries and benefits of $827,359. 

Recommendation: This fact combined with Disclosure 3 shows that Slllorics nrc being chlfgcd to 
ECCR even though no activity is taking place. 



Disclosure: No. 5 

Subject: Order Number Correction 

Sta tement of Fact: The Company cites FPSC O·dcr No. 23461 in its direct testimony of Janunry 13. 
1998, direct testimony of July 14, 1998 and its final True-up. dated November 19, 1997. Order Number 
23461 refers to Quincy Telephone. 

Retommrodalion; This Number is incorrect. The Company apparently is referring 110 Order N1101bo:r 
23561. The Order Number sbouJd be corrected. 

The Public Service Commission in Order PSC-93-0361-FOF·EG also cit~ Order Number 23461. It 
also should be Order Number 23561 . 
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Disclosure No. 6 

Subj1•ct: Advertising Contract 

Stalcment of Fact: Gulf Power signed a contract with Lewis Advertising/Mobile on October II, 1996 
providing for monthly payment of fees of$17,JOO. The company paid $20.1 00 to Lewis Advertising 
each month in 1997. Gulf Power could not provide a contract authorizing the $20,100 payments. 

Recommendation: Signed contrac:ts with approvals arc: 11 ne:cc:ssary control. Payments should not lx 
made without a signed contrnct. If authorization can not be found. the difference between these 
amounts. S 18.600 for six months or $37,200 for 12 months, should be Ulkcn out of ECCR and chnrgcd 
to a nonregulated account. 



l> isclosure No. 7 

Subject: Legal Ex[penses 

Sta tement of Fact: Beggs & Lane, a private practice acting as General Counsel for Gulf. charged 
$9,411 .50 to Advan.ced Energy Management and $25,418.00 to Commercinlllndustriul Energy 
Auditsfl' AA. 

Recommendation: This infomullion is included for the: nnalysl's review. Specific information was not 
Jlr<IVid~d. 

.g. 
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Commis.s~: 
JULIA L JOHNSON. OWIIMAN 
J. TEIU! v DEASON 
Sus;..~ F. CVJUC 
JO£GAACIA 
E. LEON JACOBS. JIL 

Warren E. Tate 
Gulf Powe.r Company 
One Energy Place 
Pensacola. Florida 32520.0780 

STATE OF FLORIDA 

November6, 1998 

Re: Docket No. 980002 ·EO· OulfPoW~:T Company 
Audit Report • Coll5e1Vation • Period Ended March 31, 1998 
Audit Con!Ip!ll 98-173- J.l 

Deo.r Mr. Tal.e: 

DMADHOI'R.ocooJlo alL..,.~ 
8l»>CA S. BAYO 
DlllfCTOa 
(1501 C I J-6 710 

The enclosed audit report is forwarded for your review. Any company response filed v.ith 
this office within ten (10) work days of the above case will be forwarded for considcmtion by the 
staff analyst in the preparation of a recommendation for this case. 

11ulnk you for your cooperation. 

BSB/abf 
Enclosure 

Sincerely, 

~.::.; ·..;~ 

cc: Division of Audit and Financial Analysis 

CAI'rTAL c .. cu: ~ CUrna •l~ SIWMAilD OAK BOIJUVAJU) • TAU-AIIAMt£. ,fl. J1J99-0&50 
Ae A ........ A .. ~uJ OppaiWilit) C.,..,-t:t 

hbllcs...tc.C..- W-~ loi<IWC~l -~la.ft.u 
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