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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 Accounting and Finance in its audit service request dated November 18,
2019. We have applied these procedures to the attached schedules prepared by Gulf Power
Company in support of its filing for storm recovery costs in Docket No. 20190038-EI.

The report is intended only for internal Commission use.



Obijectives and Procedures

General
Definitions

Gulf or Utility refers to Gulf Power Company.

Background

On November 15, 2019, Gulf filed a petition to facilitate an evaluation of Hurricane Michael
storm costs. According to the petition, Gulf incurred $427,674,776 in storm restoration costs and
follow-up work related to Hurricane Michael from October 1, 2018 through October 31, 2019.
After deducting Hurricane Michael non-incremental costs, related capital, third-party
reimbursements, and below-the-line costs, the remaining total incremental storm losses
amounted to $314,612,139. After accounting for the pre-storm reserve balance, additional post-
storm reserve accruals, replenishing the storm reserve, and interest, Gulf requests that the total
storm amount to be recovered is $295,748,645.

Expense

Payroll, Overtime. and Related Costs .

Objectives: The objectives were to determine whether regular payroll, overtime, and related
costs were properly stated, recorded in the period incurred, and related to Hurricane Michael.

Procedures: We determined regular payroll, overtime, and related costs from Account 186 —
Miscellaneous Deferred Debits by function and reconciled the balances to the storm restoration
costs filing. We selected a judgmental sample of costs for detail testing and traced the amounts
to payroll records. No exceptions were noted.

Contractors
Objectives: The objectives were to determine whether contractor costs were properly stated,

recorded in the period incurred, and related to Hurricane Michael.

Procedures: We determined contractor costs from Account 186 — Miscellaneous Deferred
Debits by function and reconciled the balances to the storm restoration costs filing. We selected
a judgmental sample of costs for detail testing and traced the amounts to purchase orders,
invoices, or contracts. No exceptions were noted.

Line Clearing

Objectives: The objectives were to determine whether line clearing costs were properly stated,
recorded in the period incurred, and related to Hurricane Michael.

Procedures: We determined line clearing costs from Account 186 — Miscellaneous Deferred
Debits by function and reconciled the balances to the storm restoration costs filing. We selected



a judgmental sample of costs for detail testing and traced the amounts to purchase orders,
invoices, or contracts. No exceptions were noted.

Vehicle and Fuel

Objectives: The objectives were to determine whether vehicle and fuel costs were properly
stated, recorded in the period incurred, and related to Hurricane Michael.

Procedures: We determined vehicle and fuel costs from Account 186 — Miscellaneous Deferred
Debits by function and reconciled the balances to the storm restoration costs filing. We selected
a judgmental sample of costs for detail testing and traced the amounts to source documents. No
exceptions were noted.

Materials and Supplies

Objectives: The objectives were to determine whether materials and supplies were properly
stated, recorded in the period incurred, and related to Hurricane Michael.

Procedures: We determined materials and supplies from Account 186 — Miscellaneous Deferred
Debits by function and reconciled the balances to the storm restoration costs filing. We selected
a judgmental sample of costs for detail testing and traced the amounts to purchase orders,
invoices, or inventory records. No exceptions were noted.

Logistics

Objectives: The objectives were to determine whether logistics costs were properly stated,
recorded in the period incurred, and related to Hurricane Michael.

Procedures: We determined logistics costs from Account 186 — Miscellaneous Deferred Debits
by function and reconciled the balances to the storm restoration costs filing. We selected a
judgmental sample of costs for detail testing and traced the amounts to purchase orders, invoices,
or employee expense reports. No exceptions were noted.

Other Costs
Objectives: The objectives were to determine whether other costs were properly stated, recorded

in the period incurred, and related to Hurricane Michael.

Procedures: We determined other costs from Account 186 — Miscellaneous Deferred Debits by
function and reconciled the balances to the storm restoration costs filing. We selected a
judgmental sample of costs for detail testing and traced the amounts to purchase orders, invoices,
or contracts. No exceptions were noted.

Other

Capitalizable Costs

Objectives: The objectives were to determine whether the capitalizable costs have been
accounted for correctly and removed in their entirety from the recoverable costs as per Rule 25-
6.0143(1)(d), Florida Administrative Code (F.A.C.).



Procedures: We determined capitalizable costs from Account 186 — Miscellaneous Deferred
Debits by function and reconciled the balances to the storm restoration costs filing. We
requested a detailed description of the capitalizable costs, and tested these costs to determine if
the Utility included for recovery only those costs that are allowed by the applicable Rule. No
exceptions were noted.

Third-Party Reimbursements

Objectives: The objective was to determine whether third-party reimbursement costs have been
accounted for correctly and removed in their entirety from the recoverable costs as per Rule 25-
6.0143 (1)(b), F.A.C.

Procedures: We determined third-party reimbursements from Account 186 — Miscellaneous
Deferred Debits by function and reconciled the balances to the storm restoration costs filing. We
requested a detailed description of the third-party reimbursements, and tested these costs to
determine if the Utility included for recovery only those costs that are allowed by the applicable
Rule. No exceptions were noted.

Below-the-Line Costs

Objectives: The objective was to determine whether below-the-line costs have been accounted
for correctly and removed in their entirety from the recoverable costs as per Rule 25-6.0143
(1)(b), F.A.C.

Procedures: We determined below-the-line costs from Account 186 — Miscellaneous Deferred
Debits by function and reconciled the balances to the storm restoration costs filing. We
requested a detailed description of the below-the-line costs, and tested these costs to determine if
the Utility included for recovery only those costs that are allowed by the applicable Rule. No
exceptions were noted.

Non-Incremental Costs

Objectives: The objective was to determine whether non-incremental costs have been accounted
for correctly and removed in their entirety from the recoverable costs as per Rule 25-6.0143,
F.A.C.

Procedures: We determined non-incremental costs from Account 186 — Miscellaneous Deferred
Debits by function and reconciled the balances to the storm restoration costs filing. We
requested a detailed description of the non-incremental costs, and tested these costs to determine
if the Utility included for recovery only those costs that are allowed by the applicable Rule.. No
exceptions were noted.

Jurisdictional Factors

Objectives: The objective was to determine the jurisdictional factors used by the Utility.

Procedures: We determined that Gulf used the jurisdictional factors calculated for 2019 in its
filing. We verified the calculation using support documentation provided by the Utility. No
further work was performed.
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Exhibits

Exhibit 1: Gulf’s Hurricane Michael Final Storm Restoration Costs
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