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DATE: June 8, 2011

TO: Office of Commission Clerk

FROM: Clarence J. Prestwood, Chief of Auditing, Office of Auditing and Performance Q\bP
Analysis

RE: Docket No.: 110001-EI

Company Name: Gulf Power Company
Company Code: EI804

Audit Purpose: Fuel Cost Recovery Clause
Audit Control No: 11-006-1-2

Attached is the final audit report for the Ultility stated above. Volume 3 of the audit working
papers is forwarded for confidential treatment pursuant to Rule 25-22.006, Florida
Administrative Code. The audit report and volumes 1 and 2 of the work papers are public and
held by the Bureau of Auditing. An attached index lists all confidential material.

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 should send a response to the Office of Commission Clerk.
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INDEX OF CONFIDENTIAL WORKPAPERS

Gulf Power Company

DKT 110001-EI; ACN 11-006-1-2

Fuel Adjustment Clause

Item Description Page Number of
Pages
1 FAACS Monthly Report - Crist 10-20.9 1
2 FAACS Accounts Payable Analysis — 44.2 1
March 2010
3 FTS Gas Accruals for March 2010 44-2.1 1
4 FTS Reasonability Check — February 2010 44-2.2 1
5 Gulf Cost Breakdown — February 2010 44-2.3 to 44-2.5 3
6 FAACS Accounts Payable Analysis — 44-3 1
August 2010
7 FTS Gas Accruals for August 2010 44-3.1 1
8 Gulf Cost Breakdown — July 2010 44-3.2 to 44-3 .4 3
9 A list of parties that Gulf pays for 44-4 1
transportation of natural gas
10 Firm Transportation Service Rates 44-4.1 to 44-4.7.2 14
11 Plant Crist, Plant Smith, and Plant Scholz 45-1.2 to 45-1.4 3
Coal Transaction Summaries for March
12 Plant Crist, Plant Smith, and Plant Scholz 45-2.2t045-24 3
Coal Transaction Summaries for September
13 JV Number FUE-FC 0600-Bulk Coal for 46-11 1
January
14 JV Number FUE-FC 1500-Gulf McDuffie 46-12 to 46-12.3 4
Coal for January
15 JV Number FUE-FC 1505-Gulf Crist Coal 46-13 to 46-13.1 2
for January
16 JV Number FUE-FC 1575-Gulf Smith Coal 46-14 1
for January
17 TV Number FUE-FC 1565-Gulf Scholz Coal 46-15 1
for January
18 JV Number FUE-FC 1525-Daniel Coal for 46-16 to 46-16.1 2
January
19 JV Number FUE-FC 1545-Scherer Coal for 46-17 to 46-17.1 2
January
20 Alabama State Dock Transaction Summary, 46-18 to 46-18.3 4
Stockpile Report, and the FAACS Monthly
Reports for January
21 McDuftie Terminal Transaction Summary 46-19 t0 46-19.12 13

and the FAACS Monthly Report for January




22

Plant Crist Coal Transaction Summary, the
FAACS Monthly Report for January and the
Fuel Consumption Report

46-20 to 46-20.15

16

23

Plant Smith Coal Transaction Summary, the
FAACS Monthly Report for January and the
Fuel Consumption Report

46-21 to 46-21.3

24

Plant Scholz Coal Transaction Summary, the
FAACS Monthly Report for January, and the
Fuel Consumption Report

46-22 to 46-22.2

25

Plant Daniel Transaction Summary, the
FAACS Monthly Report for January, and the
Fuel Consumption Report

46-23 to 46-23.1

26

Plant Scherer Coal and Qi] Stockpile Report

46-24 to 46-24.2

ad

27

FAACS/Accounts Payable Analysis Report
for January

46-25 to 46-25.1
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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
January 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 Fuel Cost
Recovery Clause (FAC), Docket No. 110001-EL

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



(Objectives and Procedures

Revenues

Objectives: The objectives were to verify that the revenues and Kilowatt Hours (KWH) sold
were completely and properly recorded on the books of the Utility and those revenues on the
Fuel Cost Recovery Clause filing agreed with the Utility’s general ledger.

Procedures: We compiled the FAC, revenues from Utility source documents and reconciled to
the filing as well as the general ledger. We verified that the Utility used the Commission
approved factors in the billing of the manual bills. We also selected a judgmental sample of
computerized customer bills to test that the applicable factors for FAC were used in billing
customers. There are no exceptions.

Expenses

Objective: The objective was to reconcile the fuel costs to the general ledger.

Procedures: We prepared a schedule for FERC Account 501, Steam Generation-Fuel, and
FERC Account 547, Other Generation-Fuel, for cach month of 2010 from the fuel clause
journals. We compiled charges by month by account to obtain total fuel costs, which were
reconciled to the genera! ledger and to the Schedule A-1 filing. We recalculated the A-1
Schedule for ecach month in 2010. We also prepared a schedule of charges by accounts by
generation plant to obtain total fuel costs, including amounts listed as “other generation” for each
month for the year ended December 31, 2010. There are no exceptions.

Objective: The objective was to review Purchase Power Agreements and reconcile Utility filings
1o books and records of the Utility.

Procedures: We reviewed Purchase Power Agreement Contracts provided by the Utility. We
also reviewed purchase power charges as per the Utility filing and reconciled them to actual
invoices. There are no exceptions.

Objective: The objective was to verify the energy payments to the qualified facilities.

Procedures: We compiled payments to qualified facilities from Schedule A-8 and reconciled the
total to Schedule A-1, Line 11. We also traced the KWHs reported on Schedule A-8 to customer
bills for January, May, July, September, November and December of 2010. There are no
exceptions.

Objective: The objective was to verify that the energy costs of other economic purchases (non-
broker) reconcile to the books and records of the Utility.

Procedures: We compiled economy energy purchases (Schedule A-9) by company from the
Interchange Analysis Reports for each month of 2010 and reconciled the total to Schedule A-1,
Line 12. We also traced purchased amounts to the supporting Intercompany Interchange
Contract (IIC) invoices for March, June, September, and December of 2010. There are no
exceptions.




Objective: The objective was to verify that generation related gains derived from non-separated
wholesale energy sales were credited to the fuel clause thereby reducing fuel clause expenses.

Procedures: We compiled gains on economy sales (Schedule A-6) from the Interchange
Analysis Reports for each month of 2010 and reconciled the total of Schedule A-1, Line 15, We
verified through FPSC Order PSC-09-0795-FOF-EL issued December 2, 2009, that gains are to
be shared between ratepayer and shareholder (80% and 20% respectively) after reaching an
estimated benchmark. The appropriate separation factor was not recalculated in 2010 since the
estimated benchmark was not met. We also traced the gains to the supporting IIC invoices for
January, May, July, September, November, and December of 2010. There are no exceptions.

Objective: The objective was to verify that firm transportation services (FTS) charges for
natural gas transportation agree with the appropriate FTS rate schedules from pipeline Utility
tariffs.

Procedures: We reconciled natural gas purchases and applicable firm transportation service
charges from the Accounts Payable Analysis for each month of 2010 and reconciled totals to the
general ledger. We also traced purchased amounts and total FTS charges to the paid invoices for
March and August 2010. There are no exceptions.

Objective: The objective was to verify that amounts of the semi-annual Coal Inventory
Adjustments for 2010 made were in accordance with FPSC Order PSC-97-0359-FOF-E], issued
March 31, 1997.

Procedures: We recalculated the inventory adjustments on the March 2010 and September
2010 aerial survey reports and compared them to the adjusted book balances, and supporting
journal vouchers. In addition, we verified Utility compliance with procedures contained in
applicable order. There are no exceptions.

Objective: The objective was to reconcile coal and oil purchases noted on FPSC Form 423 with
the monthly Schedule A-5, contractual obligations, and source documentation.

Procedures: Audit staff reconciled coal and oil purchases reported on Form 423 with the
Schedule A-5 filing for January 2010. We cross-referenced coal and oil purchases to Utility
journals, stockpile receipts reports, fuel stock reports, in-transit reports, and accounts payable
analysis. We also traced receipts to the fuel invoices and verified that the rates as well as the
adjustments calculations were in compliance with vendor contracts. There are no exceptions.

Objective: The objective was to reconcile both the hours (service hours, reserve shutdown
hours, and unavailable hours) and the heat rate as filed in the monthly Schedule A-4 for GPIF
(Generating Performance Incentive Factor) units with the annual GPIF filing and source
documentation.

Procedures: We reviewed the source documentation that supports the data reported on Schedule
3 and Schedule 5 of the annual GPIF filing for Crist 4 during January and December 2010. We
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. We recalculated
the Average Net Operating Heat Rate reported on Schedule 3 based on calculation procedures
stated by the Utility. We prepared 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 the GPIF filing for January and December 2010. We reconciled any differences
between Average Net Heat Rate reported on Schedule A-4 and Schedule 3 of the GPIF filing to



Utility records. We 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 on Schedule 5 of the GPIF filing for the months of January and December 2010. In
addition, we also traced both the period hours and service hours to Crist 4 Generation Summary
Report from the Outage Hours Report. We also reconciled the Mbtu, Net Generation and
Average Net Operating Heat Rate (BtwKWH) values for January and December 2010 reported
on Schedule 5 to Schedule 3. There are no exceptions.

Objective: The objective was to verify that Gulf Power’s treatment of wholesale energy sold via
the Intercompany Interchange Contract between operating companies complies with FPSC Order
No. PSC-00-1744-PAA-E], issued September 26, 2000.

Procedures; We traced the total for Fuel Adjustment for Southern Company Interchange
reported on Schedule A-6 to the IIC invoice and the Utility’s Interchange Analysis for March
2010. There are no gains that were credited back through the fuel clause. Wholesale sales via
the intercompany exchange are intercompany transfers without markups/gains. There are no
exceptions.

Other

Objective: The objective was to review the litigation-related adjustments to fuel costs that the
Utility has incurred since 2005.

Procedures: We compiled the litigation expenses by month with a detailed description of each
expense above $100. We also reconciled the expenses to Utility provided invoices. There are no
exceptions

True-up

Objective: 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 FAC Revenues and Costs. There are no exceptions.



Audit Findings

None



SCHEDULE A2
PAGE10F)
cmurmorm AND mrenesr PROVISION
- GALF POWER COMPANY -
Fonmnonmo& oecmsnm
CURRENT NONTH U PERIOD»TO-DATE
$ " DIFFERENCE S — - DWFERENCE |

S _ ATUL  ESTWATED  ANOUNTIS % ACTUML  ESTHIATED  MMOUNTIY %

A._Fug Cost & Nt Power Transactons : S o SR

T Fusl Contof Sysiem Nel Genoraion BASTO0E NI . RIS (02 BBTIMME us,mm WS008 (644
10 Ot Goernion” W HAB WS WAL R 281630623 AR08 (6T (R
2 Fual Costof Power Sold ' FIOSI3Y  (1SS000) 47NN MR (IANTRE0EY) - (@200 {11,807,68083) . . (12.78)
3 Fual Cost - Purchasad Poww 2WMMAT LMW BTID R4 e mmm RS AN
3 Demand & Non-Fuel Cost Purctised Powsr o 0- R T BT PO |
% Enecgy Paymonts o Coalieg Fackties MR 0 BreRM: . 1000 EBANN - o BA4300 10000
& ExargyCost - Economy Puciases A T S . L oo 0 o 000
5 Hedgig Setlenwnl Cos w a2 10000 BMIEN  1LB0XI0 13418
§ Vote Fuat & NakPower Transacions sw;m " a.«m «m, YOO YT T N T T
T MuemewTofulCost' REY LA o000 (sesseane 0 {ERSSEED) 1000
B uwmmmmm T EATET00AAS Q% SRR ssr,my_o _ Ry 140
T Kurisdcionsl S8 : AT GAMOND  RIRE0  18M 1BRIEN u,m,sse,ooo-_ s aw
2 NovhredckralSees - SIOGOTE  22M00  THEM B8 BIAMME. - TEITI0. . 108 4
R TOUTMS“ ‘ ,;r_] B W:l.‘ - .10 -3

+ msmuwmmsw 0wt sy gaw 09 W wns w0
TMMmmsdmrdwmmdmmm L

[ 3quyxy

»
-

SHQIYXy

UoISIA0IJ 159401u] pue dn-eni], Jo Uonenoe) — -V d[paydg



C. TMW"
_1;—'-‘zmummwnW' -
o TuelpProkin
% eowive Provision*.

3 i, Fosl Revern Apolcadi o Parod

GALCULATION OF THUE-UP AND IHTEREST PROVISION

GULF POWER COMPANY

FOHTHEIAONTHOF DECEHBERNIO

Mm

 SCHEDULEAZ
PAGE20F)

Sne——————

4 Adusied Tol Fish A NetPower
Transackions (Line AS): -

. 5 i Sl % Toa N Sl (Lne B4
_,-o . ol Fus Mo P Tk

i M hUanu(Ot'GS‘imn

" EniolPaied- mmw@w
1 mmmmme)
12 Adusiment

. 13 End ol Poriod- TM’HTM'UP , ‘
mmumwiomwﬂm I

—
mmmmmm

MM 3B

T R

8 o 0

4.3".@4.43

LT ST

313} 1027 hATBA)

(STRSTM . GRA0N (AU

1,02_!_5“-12 7"'1,'om,sao a0

0,1&.194@-:. E

Lam (s
Sl msowE) (a0 000

Lo

il omises 1
(edao a0 0
12 sm,gnsa:zi S og;w_‘ 18

59703?,971 42.8870!331 -"}m

- Rl < M

R

(:ma L



gg
§§
2

L)

Tdddwmg&MTru&UpMm
. Amp'fnn-llpm o
' h Immlﬂlo R

mDadelporIm&mm

F

;
i
€

- mmmmm
' OMPMHN(N'DB) L

mmmwmcpmsdmm;

cncuumu OF TRUEUP AND INTEREST PROVISION
| Mmsmmof DECEMBERDN0

GULF POWER COMPANY

MIONN

.m ESTMATED Amm

| {mmmm ff'

9 (e
Qs

6.502,009 (22;43‘,554-37)'

3,193,101 (E.m.lm-

i (s

ﬁmm)

o

SCHEDULE A-2
PAGE 1 0F 3



