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Purpose

To: Florida Public Service Commission

We have performed the procedures described later in this report to meet the agreed-upon
objectives set forth by the Division of Economic Regulation in its audit service request dated
Tanuary 6, 2011. We have applied these procedures to the attached summary exhibit prepared by
Gulf Power Company and to several of its related schedules in support of its filing for the
Environmental Cost Recovery Clause (ECRC) in Docket No. 110007-E1.

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




Objectives and Procedures

Revenues

Objectives: The objective was to verity that Environmental Cost Recovery Clause (ECRC)
revenue and KWH sold as filed reconciled with the amounts that were recorded on the books of
the Utility, and that these amounts were completely and properly recorded.

Procedures: We compiled total ECRC revenues for the twelve month period ended December
31, 2010 from the filing to the general ledger by month. We recalculated revenue using KWH
and related information from the bills.

Expenses

Operation and Maintenance Expense

Objectives: The objective was to verify that the Utility’s ECRC Operation and Maintenance
(O&M) expenses for the year ended December 31, 2010 are representative of the management’s
assertions displayed in the books and records.

Procedures: We recomputed the Utility’s O&M expenses from the monthly general ledger and
traced it to the Utility’s filing Schedule SA. We verified adjustments to O&M expenses for costs
recovered in base rates as per FPSC Order PSC-94-0044-FOF-EI, issued January 12, 1994, We
also compiled a sample of expenses and traced them to supporting vendor invoices. There are no
exceptions.

SO2 Expenses

Objectives: The objective was to verify that the Utility’s ECRC SO2 expenses for the year
ending December 31, 2010 are representative of its books and records.

Procedures: We obtained a schedule, by month, of the SO2 allowance expenses for 2010. We
also recomputed and traced the emission allowances to Schedule 8A, page 31 of 31, of the
Utility’s filing and the general ledger. There are no exceptions.

True-Up

Objectives: The objective was to verify that the true-up and interest provision amount at
December 31, 2010 was properly calculated.

Procedures: We recalculated the true-up and interest provision amount as of December 31, 2010
using the Commission approved beginning balance as of December 31, 2009, the Commercial
paper rates, and the 2010 ECRC Revenues and Costs. There are no exceptions were.

Investment

Objectives: The objective was to verify that the Utility’s Capital Investment Projects for the year
ended December 31, 2010 are representative of management’s assertions displayed in the books
and records. We were to also verify that where an ECRC project involves the replacement of



existing plant assets, the utility is retiring the installed costs of replaced units according to Rule
25-6.0142(4)(b), Florida Administrative Code (FAC).

Procedures: We recalculated the Capital Investment Projects recoverable through the ECRC and
traced the total of all projects to the Utility filing Schedule 7A. We traced the total jurisdictional
recoverable costs of Capital Investment Projects to the recalculation of the Utility’s filed true-up.
We also recalculated the appropriate energy jurisdictional factors for each month and traced all
Capital Investment Projects, Depreciation Expense, Accumulated Depreciation, and Plant-in-
Service balances to Utility filed Schedule 8 A. There are no exceptions.

QOther

Objectives: The objective was to determine that the Utility’s working capital balance is properly
calculated in compliance with Commission Order.

Procedures: We obtained source documentation of plant expenditures not included in the 2010
filing, but recorded on the Utility’s books and records. We reviewed Order PSC-10-0683-FOF-
EI, to ensure that all projects in which Gulf is allowed to recover costs are specified in the Order.
We also traced the working capital balance on the Ultility’s filings to applicable source
documentation and Ultility schedules in compliance with Commission Order. There are no
exceptions.




Audit Findings

None
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INDEX OF CONFIDENTIAL WORKPAPERS
Gulf Power Company
Environmental cost Recover Clause

Docket 110007-ElI  Audit Control Number 11-005-1-2

[tem Description Number | Document
No of Request
Pages

1 0&M Sample - Actual Invoices 272 ECRC 10




