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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 14, 2022. We
have applied these procedures to the attached summary exhibit and to several related schedules
prepared by Gulf Power Company in support of its 2021 filing for the Environmental Cost
Recovery Clause in Docket No. 20220007-EI.

The report is intended only for internal Commission use.



Obijectives and Procedures

General
Definition

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

Capital Investments

Utility Plant in Service

Objective: The objective was to verify all ECRC project-related plant additions, retirements and
adjustments for the period January 1, 2021, through December 31, 2021.

Procedure: We reconciled Plant in Service (Line 2) and Accumulated Depreciation (Line 3) to
the general ledger for each capital project listed on the 2021 Form 42-8A. No exceptions were
noted.

Construction Work in Progress

Objectives: The objectives were 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), Florida Administration Code (F.A.C.).

1) Project No. 25 Plant NPDES Permit Compliance Projects,
2) Project No. 30 — 316(b) Cooling Water Intake Structure regulation.

Procedures: We reconciled Construction Work in Process Non-Interest Bearing amounts (Line
4) to the general ledger for each capital project listed on Form 42-8A. We selected a sample of
capital project additions, and determined whether the additions were recorded to the correct
project and account. We also determined whether items that were replaced had a corresponding
retirement, which was recorded in accordance with Rule 5-6.0142(4) (b), F.A.C. No exceptions
were noted.

Revenue

Operating Revenues

Objectives: The objectives were to determine the actual Kilowatt Hours (KWH) sold for the
period January 1, 2021, through December 31, 2021, and whether the Utility applied the
Commission-approved cost recovery factor to actual KWH sales for the ECRC.

Procedures: We reconciled the 2021 filing to the Utility’s monthly Environmental Revenue
Reports. We selected a random sample of residential and commercial customers’ bills for the
months of October 2021 and November 2021, 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. This work product is contained in Docket No. 20220001-EI, Audit Control
No. 2022-003-1-1. 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 reconciled the O&M expenses listed on Form 42-5A to the general ledger. We
selected a sample of O&M expenses and traced the items to source documentation. We reviewed
the invoices to ensure the expense was related to the ECRC and 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

Emission Allowances

Objectives: The objectives were to verify the SO2, and NOx emission allowance investments,
inventory, expensed amounts, allowance auction proceeds, and to verify amounts included in
Working Capital, Form 42-8A.

Procedures: We traced 2021 consumption for emission allowances, net of gains on sales of
emission allowances, from the Utility’s detailed Allowances Reports to the Total Emissions
Schedules 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, 2020, True-Up Provision to the Commission Order.
We recalculated the True-Up and Interest Provision amounts as of December 31, 2021, using the
Commission-approved beginning balance as of December 31, 2020, the Financial Commercial
Paper rates, and the 2021 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 2021 to 2020 revenues and expenses. The Utility had no significant
variances. Further follow-up-was not required.



Audit Findings

None



Exhibit

Exhibit 1: True Up

Docket No. 20220007-El
2021 ECR Flnal True Up Calculation
Exhibit RBD-1, Page 2 of §5

GULF POWER COMPANY FORM: 42-24
ENYIRONMENTAL COST RECOVERY CLAUSE
CALCULATION OF THE FINAL TRUE-UP AMOUNT FOR THE PERIOD

JANUARY 2021 THROUGH DECEMBER 2021

[} I Jonuary Feorusry I Worch Ao WMay June Seplember OWbef November December Tow
Actud Actua! Actua! Attual Actusl Actual Acﬂul Acml Actual Actudl
1.ECRC Revenuu(net of Revenwe Taxes) $15.420422 $12284,541 $10.041.467 $10.067,868  $13.020426  $14,557,532  $16.289.840 $16,402.438  $13.6851.934 312.52‘.060 $9,826.460 6441270 $150,728,669
2. Troep Provision ¥ $1.129 466 $1.129.466 $1.129.465 $1,129.466 $1.129.466 $1,129.4 $1.126 466 $1.129.468 $1.129.465 $1.129.466 $1.129.456 $1.129.466  $13.553.587
3. ECRC Revenues Applicadle to Period (Lines 1 « 2) $16,549,887 $13.414407 $11,170.933 $11,197,364  $14,145692  $15686999 $17.419.305 $17,531.903  $14.981.39¢ $13653525  $10,955.925 $7.570,735  $164,282.275
4. Junsgictional ECRC Costo
2. O&M Activities (Fom 42-5E-2, Line 6) $1,174.261 $1.241218 $1,423.560 S1.357,578  $1418724  $1,192357  $1.484.265 $1,181,609 $2.043,266 $2,045,444 $1,348.218  $3770684  $19.681415
b. Capital Investment Projects (Fom 42-7€-2, Line 6) $11.271,215 $11530.626 $11357.950  S11.461677  $11498688  $11449.973  $11.527.356  $11.451.488  $11.451.314 $11.451.756  $11.435.200  $11467.081  $137.404.415
¢. Toty Juriscichonal ECRC Costs $12,445477 $12.771.843 $12,821.510 $12619.256  $12917.410  $12,642330  $13011.622 $12633.297  $13504.810 $13,497.206 $12,783,503  $15237.766 $157,085.830
5. Overuneer) Recovery (Lnve 3« Line 4¢) $4,104,410 $642,564 (1.650.5786) (1,621,833) $1.232.491 $3,044,669  $4.407.684 $4.898.€08 $1.47€.783 $156.325 (1,827,583)  (7.667.030)  $7.196,445
6. Interest Provision (Form 42-2E, Line 10) $918 $1,004 $1.038 $730 $387 N $697 $636 $1.014 $1.184 $1,304 $840 $10.402
7. Priot Periods True-Up 1o be (CosectedvRetunsed $13553,587  $16529.447 $16043.549  S13064544  $10513.918  $10617.319  $125329%  $15811.503  $20763.577 $21,112015  $20.140.039  $17.184295  $13,553,587
2. Deferred Trus-Up ™ (2.150.848) 2,150.848) (2,150.48) 2.150848)  (2.150.848) (2,150.848)  {2.150,843) (2.150.848) (2,150,848) 2,150,848) (2150848)  (2,150.843)
8. TrueUp Cedected fRedunded) (See Line 2) {1.129.465) 11,129.456) (1,129.4€6) (1.129466)  (1.1204€6) __ (1,129486) (1120 466) (1.129.466) _ (1129.466) 1120465 11.129.466) _ {1.129466) (13553587
9. End of Penod True-Up (Lines SeG¢7+Ta+8) $14,378.599 $13.852.701 $11,113,8968 $8,363,068  $8.466471 310,382,146  $13.661.081 $17,431,038  $18.951.167 $17,939.191  $15033447  $8237.791 $7.206,847
10. Agurments to Period Toty! True-Up Includng Intsrest $1,181,791 $1,181.791

11. End of Period Tota! Net True-Up {Lines §+10)

Notes:

(0) Form 42-5A-2. Line 6

(5} Form 34, Line 10

(¢) Form 42.7A.2, Line 6

() Form 1A, Line 6

(e} As spproved in Order No. PSC-2021-0426.FOF -El issued on November 17, 2021,

{1} From FPL's 2021 Final Trueup fied on Aprl 1, 2021,

(D) Acjustment to refiect the change in the Flonda state tax rate from £.458% to 3.535%. The reduction in tax rate impacted 2020 and 2021 and 3 retroactive adjustment was booked in August 2021,





