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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 27, 2012. We have applied these procedures to the attached summary exhibit and to
several related schedules prepared by Gulf Power Company in support of its 2011 filing for the
Fuel and Purchased Power Cost Recovery Clause in Docket No. 120001-EIL

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

General
Definition

Utility refers to the Gulf Power Company.
FAC refers to the Fuel and Purchased Power Cost Recovery Clause.

Revenue

Customer Revenues

Objectives: The objectives were to determine the actual Kilowatt Hours (KWH) sold for the
period January 1, 2011 through December 31, 2011, and whether the Utility applied the
Commission approved cost recovery factor to actual KWH sales for the FAC.

Procedures: We reconciled the 2011 filing to the Utility’s monthly Fuel Revenue Reports. We
selected a random sample of residential and commercial customers’ bills and recalculated each to
verify the use of the correct tariff rate. No exceptions were noted.

Expense

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

Procedures: We prepared a schedule for Account 501- Steam Generation-Fuel, and Account
547- Other Generation-Fuel, for each month of 2011 from the fuel clause journals. We compiled
charges by month and by account to obtain total fuel costs, which were reconciled to the general
ledger and to the Schedule A-1 filing. We recalculated the Schedule A-1 for each month in
2011. We also prepared a schedule of charges by accounts and by generation plant to obtain
total fuel costs, including amounts listed as “other generation” for each month for the year ended
December 31, 2011. No exceptions were noted.

Objective: The objective was to review Purchase Power Agreements and reconcile the Utility
filing to 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. No exceptions were noted.



Objective: The objective was to verify that energy payments to the qualified facilities are based
on the appropriate standard offer or the negotiated contract price.

Procedures: We prepared a schedule showing total KWHs purchased and energy costs for 2011.
We traced amounts on the FAC Schedule A-8 to invoices for February, March, April, June,
August, and October of 2011. No exceptions were noted.

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 2011 and reconciled the total to Schedule A-1,
Line 12. We also traced purchased amounts to the supporting Intercompany Interchange
Contract (IIC) invoices for January, May, August, and November of 2011. No exceptions were
noted.

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

Procedures: We compiled gains on economy sales (Schedule A-6) from the Interchange
Analysis Reports for each month of 2011 and reconciled the total of Schedule A-1, Line 15. We
verified through FPSC Order PSC-11-0579-FOF-EI, issued December 16, 2011, 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 2011 since the
estimated benchmark was not met. We also traced the gains to the supporting IIC invoices for
February, April, August, October, and December of 2011. No exceptions were noted.

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 2011 and reconciled totals to the
general ledger. We traced purchased amounts and total FTS charges to the paid invoices for
June and November 2011. In addition, we reconciled the centralized bill amount for May and
the gas transportation charges for October to the appropriate rate schedule and agreement. No
exceptions were noted.



Objective: The objective was to verify that adjustments for the semi-annual Coal Inventory for
2011 made were in accordance with FPSC Order PSC-97-0359-FOF-EI, issued March 31, 1997.

Procedures: We recalculated the inventory adjustments on the March 2011 and September
2011 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 the
applicable order. No exceptions were noted.

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: We reconciled coal and oil purchases reported on Form 423 with the Schedule A-5
filing and the 58 Schedule for January, July, and September 2011. 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. No
exceptions were noted.

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) umits with the annual GPIF filing and source
documentation.

Procedures: We reconciled Schedule 3 of the GPIF filing for March and December 2011 to the
applicable Schedule A-4. In addition, we reconciled Schedule 5 to Schedule 3 for March and
December 2011, and traced Schedule 5 to source documentation. No exceptions were noted.

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-EI, 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 May and
August 2011. There are no gains that were credited back through the fuel clause. Wholesale
sales via the intercompany exchange are intercompany transfers without markups/gains. No
exceptions were noted.



Other

Litigation-related adjustments to Fuel Costs

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. We also reconciled the expenses to Utility provided invoices. No exceptions were
noted.

Gas Storage Expense

Objective: The objective was to determine the amounts of gas storage expense recovered
through the fuel clause by gas storage facility.

Procedures: We reviewed gas storage contracts in effect for 2011. We verified the monthly
reservation payment calculation and reconciled charges to the respective contract. No exceptions
were noted.

True-up

Objective: The objective was to verify that the True-Up and Interest Provision as filed on
Schedule A-2 was properly calculated.

Procedures: We traced the December 31, 2010, True-Up Provision to the Commission Order.
We recalculated the True-Up and Interest Provision amounts as of December 31, 2011, using the
Commission approved beginning balance as of December 31, 2010, the Financial Commercial
Paper rates, and the 2011 FAC Revenues and costs. No exceptions were noted.

Analytical Review
Objective: The objective was to perform an analytical review of the Utility’s FAC Revenues and
Expenses to determine if there were any material changes or inconsistencies from the prior years.

Procedures: We compared 2011 to 2010 revenues and expenses. Further follow-up was not
required.



Audit Findings

None



Exhibit

Exhibit 1: True-up

SCHEDULE A-2
PAGE 10F3
CALCULATION OF TRUE-UP AND INTEREST PROVISION
GULF POWER COMPANY
FOR THE MONTH OF: DECEMBER 2011
CURRENT MONTH PERIOD - TO - DATE
$ DIFFERENCE s DIFFERENCE
ACTUAL ESTIMATED  AMOUNT{$) % ACTUAL ESTIMATED AMOUNT (8} %

A Fuel Cost & Nel Power Transaclions

7 Fuel Cost of System Net Generation 28,953,702.20 39,866,276  (10912,573.80) (27.37) 493,048,379.13 571369878 (7832040087}  (13.71)
1a Cther Generation 281,544 52 119,252 182,282.52 136.07 3,520,967.68 2,203,180 122779768 5354
2 Fuel Cost of Power Soid {11.731,863.45) (2599000}  (9,132.86245)  (351.40] {107,800,295.37) {45608000)  (62,192285.37)  {136.36)
3 Fuel Cost - Puichased Power 12,776,242.79 6,059,000 6,717.242.78 110.86 138,204,251.76 54576000  B362825176 15323
3a Demand & Non-Fuel Cost Purchased Power 0.00 0 ao0 0.00 0.00 ] 0.00 0.00
3b Energy Payments to Qualilying Facilities 1,222,425 76 0 1222.425.76 100.00 11,237,123.97 0 123712397 10000
4 Energy Cost - Economy Purchases 0.00 0 0.00 0.00 0.00 0 0.00 0.00
5 Hedging Settiement Cost 1,305,768.00 28,120 1,277,648.00  4.543.56 15,444 523,00 4688050 1075647300  229.44
& Total Fus! & Net Power Transaclions 32,807 819.62 434735658  (10,665.838.18) (24.59) 553,655,970.17 567319119  (3366314883) (873)
7 AdjusimentsTo Fuel Cost* 6,287.00 i} 6,287.00 100.00 105,068.90 0 10506890  100.00
8 Ad. Tolal Fuel & Net Power Transactions 32.614,106.82 93473658 (10,550.551.18 {24.52) §53.761,039.07 E7319.119  (33,558,009.0% (5.71)
B. KWH Spes 0

t Junisdictional Sales 768,340,737 874774000  (105,433,263) (1217 11,040,286,550  11.306,362,000 (266,085,410}  (2.35)
2 Non-Jurisdictional Sales 28,050,132 22,908,000 {4,857.868) (\.76) 368540918 379,216,000 12.275,081 (3.24)
3 Tota) Territorial Sales 796,390,869 907,682,000 111,201,131 (1226) _11407.277508 11,685,506 278,370,491 {2.38)
4 s, Sales as % of Total Tem. Sales 96.4778 $6.3745 0.1033 0N 96.7813 96,7548 0.02685 0.03

"(Gainpioss on sales of nalural gas and cosls of conlract dispute liigation.




C. Tre-up Calcuiation

SCHEDULE A-2

1 Jurisdictional Fuel Revenue
2 Fuel Ad), Revs. Not Applicable 1o Periog:
23 True-LUp Provision
2b Incenlive Provision
3 Juris. Fugl Revenue Applicable to Perfod
Adjusted Tolal Fuel & Net Power
4 Transaclions (Line AB)
5 Juris, Sales % of Tojat KWH Sales (Line B4)
Juris. Tolal Fusd & Net Power Transactions
6 Ad;. for Uine Losses (C4°C5"1.0007)
True-Up Provision for the Month
7 Ovef{Under} Collection (C3-CS)
8 Inferest Provision for the Month
9 Beginning True-Up & Interest Provision
10 True-Lp Collected / {Retunded)
End of Periog - Tofal Net True-Up, Belore
1 Adpsiment (C7+C8+CHC10)
12 Adjusiment"
13 Endof Period - Tolal Nel True-Up

PAGE20F 3
CALCULATION OF TRUE-UP AND INTEREST PROVISION
GULF POWER COMPANY
FOR THE MONTH OF: DECEMBER 2011
CURRENT MONTH PERIOD - 10 - DATE
3 DIFFERENCE s DIFFERENCE

ACTUAL _ ESTIMATED  AMOUNT (§) % ACTUAL  ESTIMATED  AMOUNT(S] %
3058310736 4461724 (602BS1708)  (1351) 56248274047  STBEOAZSE (460538  (245)
(1,15223488)  (1,152235) 000 0.00 (1382681900)  (13825819) 000 000
(6.843.18) (6,849) 000 000 (82,190.82) (82.191) 000 000
3A2402330 43452640 (GOZBBIGI)  (1387) _ SBS53T065  SGo695M6 (1414160635  (251)
MBW06E 43473658 (10659S51.18) (2459  SS37610%806  STSN9 (3353807984 {871)
954778 96.3745 0am3 O 56,7833 96,7548 00285 003
368048909 41S06M40 (1024635082 (444 _ 5330237336 S6AGH0495  (235812184) (569
5,743,534.12 1525701 A2774312  (276.43) 12,231,367.28 (5085150) 1821651729 30436
37587 (426) sne? 18823 (25,633,668} (19.324) (630956)  (3255)
3.032.548.82 (8682074) 17462282  1UR (IT4%654660)  (13626810)  (3609,72960)  (26.11)
1.152,234.88 1,152,235 0.00 0.00 13,826,819.00 13,326,819 000 000
992869369 (BOMAT) 1503316768 26535 8.596.004.01 (6004474 1A6004TBO)  243.16
0.0 0 0.00 0.00 1.332,689.68 0 1368968 10000
__9OGE360 (6004474 1500316769 2535 3.328.693.69 G004474) 15016768 26535

*“Adiusiment lo include NOX camponen! in engrgy sales ravenues.



SCHEDULE A2
PAGE3OF 3

L CALCULATION OF TRUE-UP AND INTEREST PROVISION
GULF POWER COMPANY
FOR THE MONTH OF: DECEMBER 2011

CURRENT MONTH
5 ' DIFFERENCE
ACTUAL ESTIMATED  AMOUNT(8) %
D. Inlgtest Provision
1 BeginningTrueUp Amount (C9) 3032,548.82 (8.682074) 1 agR8  (1459)
Ending True-Up Amound
2 Deloreinterest (C7+C:CA0) 992831782 (6004048) 1590236562  (265.6)
3 Total of Beginning & Ending True-Up Amis. 1206086664 (5851220 15469854  (18825)
4 Average True-Up Amount 6,480,433.32 {1343061) 1382348432  (18825)
Interest Rale
5 1st Dayol Reponing Businass Moot 01 0.11 0.0000
Intergst Rale
6 13t Dayol Subsequent Business Monih 0.03 0.08 0.0000
7 Total (5+06) 0.4 oM 00000
8 Annual Average Inlerest Rate 007 o 0.0000
8 Mol Average Inlevest Rate (0812} 0.0058 0.0058 0.0000
10 Interest Provision (D4'DS} 37587 {4%) B187  (188.23)
Jurisdictional Loss Mutliper (From Schedule 4-1) 1.0007 1.0007



