FILED MAY 04, 2016
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Public Service Commission

CAPITAL CIRCLE OFFICE CENTER © 2540 SHUMARD OAK BOULEVARD
TALLAHASSEE, FLORIDA 32399-0850

-M-E-M-O-R-A-N-D-U-M-

DATE: May 4, 2016
TO: Carlotta S. Stauf‘fgommission Clerk, Office of Commission Clerk
FROM: Lynn M. Deamew, Chief of Auditing, Office of Auditing and Performance Analysis

RE: Clerical Error in FilingL

Due to clerical error, the Official Audit Report with Memo filed on May 3, 2016, and given the
document number 02701-16 was filed in error. The corrected Official Audit Report with Memo
is attached to this memo.
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' Public Serpice onunizston
CAPITAL CIRCLE OFFICE CENTER @ 2540 SHUMARD OAK BOULEVARD
TALLAHASSEE, FLORIDA 32399-0850

-M-E-M-0O-R-A-N-D-U-M-
DATE: May 3, 2016 ‘
TO: Office of Comm' Clerk
FROM: LynnM. Deam ief of Auditing, Office of Auditing and Performance Analysis
RE: Docket No.: 160007-EI

Company Name: Gulf Power Company

Company Code: EI804

Audit Purpose: Environmental Cost Recovery Clause
Audit Control No: 16-028-1-1

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
should send a response to the Office of Commission Clerk, There is no confidential work papers
associated with this audit. :

LMD/cm
Attachment: Audit Report

cc:  Office of Auditing and Performance Analysis File
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Office of Auditing and Performance Analysis
Bureau of Auditing
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Auditor's Report

Gulf Power Company
Environmental Cost Recovery Clause

Twelve Months Ended December 31, 2015

Docket No. 160007-EI
Audit Control No. 16-028-1-1
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Purpose

To: Florida Public Service Commission

We have performed the procedures described later in this report to meet the objectives set
forth by the Division of Engineering in its audit service request dated January 28, 2016. We
have applied these procedures to the attached summary exhibit and to several related schedules
prepared by Gulf Power Company in support of its 2015 filing for the Environmental Cost
Recovery Clause in Docket No. 160007-EI.

This audit was performed following General Standards and Fieldwork Standards found in
the AICPA Statements on Standards for Attestation Engagements. The report is intended only
for internal Commission use.



Objectives and Procedures

General
Definition

Utility refers to the Gulf Power Company.
ECRC refers to the Environmental Cost Recovery Clause.

Capital Investments

Utility Plant in Service

Objectives: The objectives were to verify all ECRC project-related plant additions, retirements
and adjustments for the period January 1, 2015, through December 31, 2013.

Procedure: We reconciled Plant in Service (Line 2) and Accumulated Depreciation (Line 3) to
the general ledger for each capital project listed on the 2015 Form 42-8A. No exceptions were
noted.

Construction Work in Process

Objective: The objective was to verify net investments associated with the following capital
projects, and to determine whether any project which involved the replacement or retirement of
an existing plant asset is retired at the installed costs by the Utility in accordance with Rule 25-
6.0142(4)(b), F.A.C.

1) Air Quality Compliance Program
2) Smith Water Conservation
3) Crist Water Conservation

Procedures: We selected a sample of the additions to the capital projects for review. We
determined whether additions had appropriate supporting documentation and were recorded to
the correct project and account. We determined whether items that were replaced had a
corresponding retirement, which was recorded in accordance with Rule 25-6.0142(4) (b), F.A.C.
We reconciled Construction Work in Process Non-Interest Bearing amounts on Form 42-8A to
the general ledger. No exceptions were noted.



Revenue

Operating Revenues

Objectives: The objectives were to determine the actual Kilowatt Hours (KWH) sold for the
period January 1, 2015, through December 31, 2015, and whether the Utility applied the
Commission approved cost recovery factor to actual KWH sales for the ECRC.

Procedures: We reconciled the 2015 filing to the Utility’s monthly Environmental 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. This work was performed jointly
with the revenue portions of the other clause audits of the Utility. The work product is contained
in Docket No. 160001-EI, Audit Control No. 16-020-1-1. No exceptions were noted. '

Expense

Operation and Maintenance Expense

Objectives: The objectives were to verify that Operation and Maintenance (O&M) Expense
listed on the Utility’s Form 42-5A filing was supported by adequate documentation and that the
expenses are appropriately recoverable through the ECRC.

Procedures: We traced expenses in the filing to the general ledger. We judgmentally selected a
sample of O&M Expenses for testing. The source documentation for selected items was
reviewed to ensure the expense was related to the ECRC and that the expense was charged to the
correct accounts, No exceptions were noted.

Depreciation and Amortization

Objective: The objective was to verify that the most recent Commission approved depreciation
rates or amortization periods were used in calculating Depreciation Expense.

Procedures: We recalculated Depreciation Expense on a test basis. We traced total year
Depreciation Expense for each capital project listed on Form 42-8A to the general ledger detail.
No exceptions were noted.

Other Issues

SO, Allowances

Objectives: The objectives were to verify investments, inventory, expensed amounts, allowance
auction proceeds and to verify amounts included in Working Capital, Form 42-8A.

Procedures: We traced 2015 consumption for SO, Allowances, net of Gains on Sales of
Emission Allowances, from the Utility’s detailed Allowances Reports to the Total Emissions
Schedule on Form 42-8A. We reconciled the inventory amounts in the general ledger to the
Working Capital Calculation on Form 42-8A. No exceptions were noted.



True-up

Objective: The objective was to determine if the True-Up and Interest Provision as filed on
Form 42-2A was properly calculated.

Procedures: We traced the December 31, 2014, True-Up Provision to the Commission Order.
We recalculated the True-Up and Interest Provision amounts as of December 31, 2015, using the
Commission approved beginning balance as of December 31, 2014, the Financial Commercial
Paper rates, and the 2015 ECRC revenues and costs. No exceptions were noted.

Analytical Review

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

Procedures: We compared 2015 to 2014 revenues and expenses. We requested explanations
from the Utility for significant variances. Explanations provided were sufficient. Further
follow-up was not required.
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None

Audit Findings




Exhibit

Exhibit 1: True Up

Carvent Period Troe-Up Amoast
(o Doltarz)
Exdof
Actt Actud Acta Actsd Acun) Acaical Atz Actml Actat Actzal Azl Actd Pordad
Lis boy Glnny Memh, Acd) Mo e Ly Oemn Seotember Oaeber Nowmber Reccphex Aoy
1 BLRC Revaucs(Nat of Revenax Yaaes) 12050,728 11482115 10349767 10.967.36) 13ATISAS  1S350713  ITBA93 16331390  135KOS 11051643 10140816 11399107 13531050
2 True-Up Mrovision (Order No. PSC-14-0643-FOIED 9.650; 9, (139.688] 9.655 558 43S, 19,655] 8875 ASS|
3  ECEBC Revemuxs AppBeadi to Poriod (Lines 1 + 2) 11312018 10742450 9.610.112 10.227.706 12,733,950 14610058 16378538 15592235 12934413 10.350.993 9:401,16) 11159452 145.038.196
4  lwisdiclona) BCRC Coxts
o O &M Activitics (Schodzle SA, Line 9) 1639616 e 2.337,186 1620036 185491) 2451221 2495004 2488576 2346677 2,054,247 968.924 16543 25325778
b Crpitd tavestmens Projocts (Schednle 7A. Line 9) 9610120 9592780 9515496 $.857.577 9.536.938 9521.780 9.AIRIM 9.390.738 93715350 962859 10864830 12508531 118305004
¢ Tom huristictiant ECRC Cats 1. 249,136 12705653 11512468 11186744 11391369 11582601 12.106.023 LLEWINL TR0 11417.106 11833762 14308173 183.650.782
S  Ower(Uoder) Reoovery (Lioc 3 - Line 49 32 (198.238) Q3RS [yt 1342.141 2628457 4214415 31292 1212326 (1.085,11254) (O2601) Q.52 1350414
6 tatorent Provisien (Schodule JA, Line 10) ™ (758) (524) ) (B4 o1 cm 64 390 450 a8 31 (V) 0}]
7  Begianing Bataos Truo-Up & bxarest Provision
@ Actua! Tou! for Troc-Up Forlod 2014 C.142723)  (QM4LS10) QSSESD (5L129592) (5.349059)  (3.262005) ATS S.11.D3 9565576 1151830660 10193339 9500818 G.12.73)
b Fead TruoUp from frmnary 2013 - Decexber 2003
(Order No. PSC-14-066-FORED (GOASLS)  (GOASSIS)  (6.645915) (GHASILS)  (GOASO1S)  (SHASTIS)  (GOASILS)  (GGASIIS)  (GHISHLS) (GSA591S00)  (GEASS) |, (GG  (S645919)
8  Tre-Lp ColleetcdARefonded) (see Linc 2) 739650 139658 739658 139458 TINESS TI0LSS DILSS 739435 T30655  139655.00 139658 ILSS 8875855
9 Adjstmenis €33 8) 8 19 619
10 Endof Period Yol Tre-Up (Lincs S+ 6+ Ta ¢ Th 4 8+ 9) 8.937.428) (10214, 1. 11.994.974 .511.920) (65464 1532680 ___2.919.961





