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DIVISION OF REGULATORY COMPLIANCE AND CONSUMER ASSISTANCE 
AUDITOR’S REPORT 

October 10,2007 

TO: FLORIDA PUBLIC SERVICE COMMISSION AND OTHER INTERESTED PARTIES 

We have performed the procedures enumerated later in this report to meet the agreed upon objectives set 
forth by the Division of Economic Regulation in its audit service request. We have applied these 
procedures to the attached schedules prepared by Gulf Power Company in support of its filing for Fuel 
Clause Audit, Docket No. 070001-EI. 

This audit is performed following general standards and field work standards found in the AICPA 
Statements on Standards for Attestation Engagements. This report is based on agreed upon procedures 
which are only for internal Commission use. This audit contains confidential information. 
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OBJECTIVES and PROCEDURES 

REVENUES 

Objective: To verify that Fuel Adjustment Clause (FAC) revenue and KWH sold as filed are 
completely and properly recorded on the books of the company. This audit also includes the 
verification that the clause revenues for Capacity Cost Recovery (CCR), Environmental Compliance 
Cost Recovery(ECRC), and Energy Cost Recovery (ECR) are completely and properly recorded on 
the books of the company. 

Procedures: We compiled FAC, CCR, ECRC, and ECR revenues from company source documents 
and agreed to filing and General Ledger. 

EXPENSES 

Objective: To verify that the energy costs of other economic purchases (nonbroker) reconcile to the 
books and records of the company. 

Procedures: Scheduled Economy Energy Purchases by month, by company, from the interchange 
reports. Traced selected months to supporting IIC invoices. 

Objective: To verify that generation related gains derived from non-separated, non-Energy broker 
network, wholesale energy sales have been credited to the fuel clause. 

Procedures: Scheduled Gains on Economy Sales from Interchange reports. Verified that according 
to Commission Order PSC-05-1252-FOF-E1 that beginning January 1,2006 gains are to be shared 
(between ratepayer and shareholder, 80% and 20% respectively) after reachng a benchmark. Traced 
the gains for March and June 2006 to source documentation. Traced the gains for 12 months of 2006 
to the Filed schedule A-1 to verify that gains derived from non-separated, non Energy Broker 
network, wholesale energy sales are credited to the fuel clause. Recalculated the appropriate 
separation factor for each month and traced it to the filed Schedule A-1 and verified that the factor is 
applied to separate between retail and wholesale customers. 

Objective: To verify the energy payments to the qualified facilities. 

Procedures: Scheduled payments to Qualified Facilities from Interchange Analysis Reports. Traced 
the KWH to invoices for February, May, September and November of 2006. 

Objective: To agree the fuel costs to the general ledger 

Procedures: Obtained amounts charged to Account 501 and 547 by account by month for 2006 
from Fuel Clause Journal. Scheduled Charges by month, by Plant, by account, to obtain totals by 
plant, and by month. Total fuel costs for each month were agreed to the general ledger and to the 
Filing Schedule A-1 (Schedule A-1 was recalculated for each month in 2006). Total Fuel Costs 
determined by auditor were compared to amounts filed. Voucher amounts listed as “other 
generation” were traced from company general ledger to Journals Nos. 2035,2053 and 2013 for the 
year ended 2006. 
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Objective: To verify amounts of semi-annual Coal Inventory Adjustments for 2006 were made in 
accordance with FPSC issued Order. 

Procedures: For the March and September Flyover, the audit staff obtained Field Schedule of 
Flyover results, recalculated adjustment based on Source documentation, compared survey physical 
inventory (flyover) to adjusted book balance, agreed inventory adjustment to journal vouchers, 
obtained and read PSC-97-0359-FOF-E1 for proper accounting procedures, and verified the company 
compliance to accounting procedures. 

Objective: Reconcile both the hours (service hours, reserve shutdown hours, and unavailable hours) 
as shown on the annual GPIF filings and the heat rate as filed in the monthly Schedule A-4 for GPIF 
units with the annual GPJF filings and documentation. 

Procedures: The audit staff obtained source documentation that supports the data reported on 
Schedule 3 and Schedule 5 of the annual GPIF filing for Crist 4 during October and December 2006. 
The audit staff traced and recalculated both the oil reported on the Oil Consumed Report and gas 
reported on the Start Up and Generation MMBTU by Unit Report (respectively) to Schedule 3. The 
Average Net Operating Heat Rate reported on Schedule 3 was recalculated based on calculation 
procedures stated by the Company. The audit staff generated a schedule by unit, by fuel burned, to 
reconcile the Average Net Heat Rate reported on Schedule A-4 with the Average Net Operating Heat 
Rate reported on Schedule 3 of GPIF filing for October and December 2006. The audit staff agreed 
any differences between Average Net Heat Rate reported on Schedule A-4 and Schedule 3 of the 
GPIF filing to Company records. The audit staff traced the Planned Outage Hours, Service Hours, 
Period Hours, Reserved Shutdown Outage Hours, Forced Outage Hours, and Maintenance Outage 
Hours from the Outage Hours Report to Schedule 5 of the GPIF filing for the months of October and 
December 2006. The audit staff also traced both the Period Hours and Service Hours to Crist 4 
Generation Summary Report from the Outage Hours Report. The audit staff agreed the MBTU, Net 
Generation and Average Net Operating Heat Rate (BtuKWH) values for October and December 
2006 reported on Schedule 5 to Schedule 3. 

Objective: To verify the gains (losses) associated with each financial hedging instrument that Gulf 
Power implemented are consistent with Order No. PSC-02-1484-FOF-E1 and to verify that the 
accounting treatment from futures, options, and swap contracts between Gulf Power and one or more 
counterparties are consistent with Order No. PSC-02-1484-FOF-E1, in Docket No. 01 1605-EI, 
issued October 30,2002. 

Procedures: The audit staff obtained the Risk Management Plan for Fuel Procurement, Docket No. 
050001-EI, and compared the pricing strategy to actual charges to FERC Account No. 547-4 
(Hedging) for the applicable months during the period ended December 3 1,2006 as filed in Schedule 
A1 of the Fuel Adjustment Clause. Total Account No. 547-4 was compared to gas purchases for the 
same months. The audit staff also obtained company support detail of the hedging settlements and of 
the hedging support costs for the applicable months during the period ended December 3 1,2006. 
Support documentation was traced to the General Ledger Transaction detail for Hedging Account 
No. 547-4 and for Hedging Account No. 547-5. The audit staff reviewed the adherence to the risk 
management plan. 
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Objective: Verify that Gulf Power’s treatment of wholesale power sales sold via Inter Company 
Interchange Contract between operating companies comply with Commission Order No. PSC-OO- 
1744-PAA-EI. 

Procedures: The audit staff traced Total for Fuel adjustment for Southern Company Interchange 
reported on the A-6 schedule to supporting documentation provided by the company to verify that 
there is not a gain that should be credited back through the fuel clause. 

TRUE-UP 

Objective: To determine if the True-up Calculation and interest provision as filed with this 
Commission was properly calculated correctly. 

Procedures: We recalculated the 2006 FAC true-up, and agreed beginning true-up to prior audit, 
and to the applicable FPSC Orders. The audit staff agreed the interest rates to the Commercial Paper 
rates. 
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SCHEDULE A-2 
PAGE 2 of 3 
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