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DATE: June 9, 2010

TO: Jenny Wu, Economic Analyst, Division of Economic Regulation

FROM Clarence Prestwood, Chief of Auditing, Office of Auditing and Performance QP
Analysis

RE: Docket No.: 100007-EIl

Company Name: Gulf Power Company
Company Code: EI804

Audit Purpose: Environmental Cost Recovery Clause
Audit Control No: 09-363-1-1

Attached is the final audit report for the utility stated above. I am sending the utility a copy of
this memo and the audit report. If the utility desires to file a response to the audit report, it

shouid send a response to the Office of Commission Clerk. There were no confidential work
papers associated with this audit.
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OFFICE OF AUDITING AND PERFORMANCE ANALYSIS
AUDITOR’S REPORT

May 20, 2010

TO: FLORIDA PUBLIC SERVICE COMMISSION

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 Environmental Cost Recovery Clause (ECRC) True-up for the twelve
month period ending December 31, 2009, Docket No. 100007-EL

This audit was performed following general standards and field work standards found in the
AICPA Statements on Standards for Attestation Engagements. Our report is based on agreed
upon procedures and the report is intended only for internal Commission use.



OBJECTIVES AND PROCEDURES

REVENUES

Objective: To determine that the revenues filed by the company for each cost recovery clause
are supported by company documentation and agree to the general ledger. To verify that the
appropriate clause factors are utilized by the company in billing the customers, i

Procedures: ECRC revenues were audited jointly with the revenue portions of the other clause
audits of Gulf Power Company. The work product is contained in Docket No. 100001-EI, ACN
10-004-1-1. No exceptions found.

EXPENSES

O & M Expenses

Objective: To verify that the company’s ECRC Operation and Maintenance expenses for the
year ended December 31, 2009 are representative of management’s assertions displayed in the
books and records.

Procedures: The audit staff recomputed the company’s O&M expenses from the monthly
general ledger and agreed it to the company’s filing Schedule 5A. The audit staff verified
adjustments to O&M expenses for costs recovered in base rates as per FPSC Order PSC-94-
0044-FOF-E], issued January 12, 1994. In addition, audit staff compiled a sample of expenses
and traced them to supporting vendor invoices.

S02 Expenses

Objective: To verify that the company’s ECRC SO2 expenses and revenues for the year ending
December 31, 2009 are representative of its books and records.

Procedures: The audit staff compiled the SO2 allowance expenses for 2009 including revenues,
inventory, expensed amounts and the amount included in working capital by month,
Recomputed and traced the emission allowances to Schedule 8A, page 31 of 31 of the company’s
filing and the general ledger.

Depreciation Expense

Objective: To verify the company’s ECRC depreciation on Schedule 8A is correctly computed
and omits dismantlement expense for the period ended December 31, 2009.

Procedures: Audit staff reviewed the Depreciation and Dismantlement Study filed in Docket No.
050381-EI, FPSC Order PSC-06-0348-PAA-EI, issued May 19, 2006, and FPSC Order PSC-07-
0013-PAA-EI issued January 2, 2007. Recalculated monthly depreciation expense excluding
dismantlement expense, and reconciled it to the company’s filing or Plant Expenditure’s (PE’s)
on Schedule 8A.




TRUE-UP

Objective: To determine if the true-up calculation and interest provision for the period ended
December 31, 2009 as filed with this Commission was calculated correctly.

Procedures: Recalculated the company’s total true-up and interest provision for the period ended
December 31, 2009 and agreed it to the company filing Schedule 2A. Traced the beginning true-
up amount to the 2008 ECRC audit and the true-up provision to FPSC Order PSC-08-0775-FOF-
El, issued November 24, 2008. Audit staff traced the interest rate to the 30 day commercial
paper rates.

INVESTMENT

Objective: To verify that the company’s Capital Investment Projects for the year ended
December 31, 2009 are representative of management’s assertions displayed in the books and
records. To verify that where an ECRC project involves the replacement of existing plant assets,
the company is retiring the installed costs of replaced units according to Rule 25-
6.0142(4)(b),F.A.C.

Procedures: Prepared a schedule which recalculated the Capital Investment Projects recoverable
through the ECRC and reconciled it to the company filing Schedule 7A. Agreed the total
jurisdictional recoverable costs of Capital Investment Projects to the recalculation of company’s
true-up. Recalculated the appropriate energy jurisdictional factors for each month and agreed all
Capital Investment Projects, depreciation expense, accumulated depreciation, and plant in
service balances to Schedule 8A.

OTHER

Deferred Accounting

Objective: To determine that the utility’s Working Capital balance is properly calculated in
compliance with Commission rules.

Procedures: The audit staff obtained source documentation of plant expenditures not included in
the 2009 filing which were recorded in a deferred account. In addition, the audit staff obtained
FPSC Order PSC-09-0759-S-EI, issued November 18, 2009, which is an updated filing, that
reflects all changes to Gulf’s compliance plan since the initial plans were approved
(PSC-07-0721-S-EI). The audit staff also traced deferred amounts to FERC Account 183 for
three future projects that had preliminary expenditures during 2009.

Positive Accumulated Depreciation

Objective: To verify all Positive Accumuiated Depreciation (negative depreciation expense).




Procedures; Audit staff recalculated accumulated depreciation and reconciled a list of all Plant
Expenditure (PE) with debit balances in accumulated depreciation to the proper documentation.




EXHIBITS
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EXHIBIT NO. 2 — Schedule 3A
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