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.e AUDIT DISCLOSURE 2 

SUBJECT: Spot Market Purchases 

STATEMENT OF FACTS: 

Fuel MMagement Depanm'lnt makes spot fuel purchaaea when the spot oil prices 
81e below contract pricing and when contract deliveries can be reduced, fuel oi l 

lnventorles 818 below planned operating levels or II short term requirements exceed 

contract quantities. 

An Internal audit lsaued November 25, 1992 of Fuel Resources Oepanmem for the 

period April 1, 1991 thlough May 31 , 1992 revealed the following: 

A atatlstlcal sample of fony-four (44) spot market purchasea wore reviewed for 
propriety. Bid evaluation documentation was also examined for compliance with FPL 

and departmental procedures. The following was noted: 

1. Seven (7) or 16~ of the selections reviewed dld not have 

the Bid Evaluation Approval form on file. 

2. Four (4) or 9~ of the selections reviewed had the bid 
evaluation approval form prepared on or attar the date of 
delivery. 

3. Seven (7) or 16~ of the selections reviewed did not have 

the Bid Evaluation Approval form properly authorized. 

4. Three (3) or 7~ of the Invoices reviewed were approved by 

an lncivldual slgnlng for the manager, and no delegation 
memorandom was noted. 

OPINION: 
Weakness In Internal control over spot fuel purchases can cause unapproved 
purchases which may be at a higher cost than the approved. 

RECOMMENDATION: 
The Internal auditors recommendation should be followed and a secondary review 

of the spot folder should be performed by a manager when the spot Invoice Is 
submitted for approval to ensure completeness. 

COMPANY COMMENTS: Follows. 



.. 

To: 

From: 

Subject 

Carlos Sua.su:gui 

Mike Caldwell 

Company Comments on FPSC 
AucUt DisdOSUJ"e 2 

Inter-Office Correspondence 

Date: June 3, 1993 

Department: Fuel Manaaement 

oJ June l, 1993, you provided us with a copy of FPSC Audit Disclosure 2 (see attached). 

Our company comments rega.niing that audit disclosure are as follows: 

Fuel Manaaement ~with the recomrneodatJons stated by our l.Dtenwl 

auditors. These recommendatJons are ln tbe process ot being implemented, 

f.nducUna reYillna tbe appropriate procedures In Fuel Management. The 

Internal aucUtor's recommendation that a secondary review be perfonned by 

a manager has already been Implementerl. 

Regarding the opinion noted in Audit Disclosure 2, please note that FPL's internal audil 

report indicated a need for improved record keeping and documenLation. There was no 

discussion in the internal audlt report of ·unapproved purchases" or "cargoes delivered 

at higher cost than approved.· 

~~v~t.· please call me at x3476. 

Mike Caldwell . 

Attachment 

Copies to: 
R. Lippman 
R. Silva 
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AUDIT DISCLOSURE 3 

SUBJECT: Verification of Invoice Quality 

STATEMENTS OF FACTS: 
An Internal audit laaued November 25. 1992 of the Fuel Resources 
Department-Oil, for the period Apfil1, 1991 through May 31, 1992 revealed the 

following: 

I. VerffiCatlon of Invoice Quality. 

Fuel 011 Specification Notlcoe propared by FPL Plant Services Central 

Laboratories Personnel wore examined on a test basis to determine If the 

temperature and componentt content olluel oil reoolvod complied with the 

apectncatlon or the ruel oil contracta. 

Two deliveries occurlng In May 1991 had excess water sediment and a volume 

adjustment wu not flied. The unclaimed Cfedita totaled $7,955.28 and have been 

outstanclng too long to receive a e1edlt. 

One delivery oocurlng In June 1991 was notln compliance with the minimum 

heat value, and did not have a credit riled with the vendor. The unclaimed credit 

totaled $36,889.60 and has been outstanding too long to receive a credit. 

OPINION: 
1 Lack of testing of the Heat Combustion Value could rewltln 

overstatement of Fuel Expenses which could overstate the fuel 

adjustment. 

2 Unclaimed credits lost on deliveries not In compliance with contract 
specifications over a continued period of time could become material 
and overstate fuel expenses and the fuel adjustment. 

COMPANY COMMENTS: Follows. 

-6-



'to: 

From: 

Subject; 

Mike Caldwell 

Company CxxmltiJtl 011 ft'SC 
Audit Dlldolure 3 

lnter.Offlot Corrupondtttoe 

Date : June 1, 1993 

Dcpanment: Puel Management 

On 1uue 1, 1993, you provided ua with 1 copy of PPSC Audit Disclosure 3 (see attached) . 
AI requested by tbe FPSC auditors, FPL' s commcDll regarding that audit disclosure are 
as foUows: 

AI DOted lD FPL'1 aaponae to PPSC Doc.uaamt/R.eco RequeJl No. 10, we 
llaft tam 1tep1 to l"ttilYe tbe a.cen~~ DOCed by I'PL'a lnUroal auditors. 
~ ICepiiDdude reriiiDa tbe appropriate quaUty claim procedures as wdJ 
• lmplm+•••aa roudDe te•lews ol uuatadlq claims to e:aswe timely 
jNI)ilifllt ol tlae c:Wma. 

If you have any questioas. please call me at x3476. 

~1_~;4_ 
Mike Caldwell 
Auachny:nt 

Copies to: 
R. Lippman 
R. Silva 
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6) Inform the Supplier of the out-of-speciiica~ion result. 
Acquire the Supplier's concurrence to test the "official" fuel 

1 oil receipt referee sample for the parameter 10 qucRtlon. The 
Supplier haa the option to waive testing of th~ referee sample 
and use the FPL Power Plant Service Central Laboratory rooult 
as the mutually agreed upon final reoult. 

7) If the referee sample result meets the quality specifications 
agreed upon for this delivery, then no claim is necessary. If 
.the referee sample result does not mee t the quality 
1
specification, then bill the Supplier !or tho appropriAte 
reimbursement. In tho ovont that the FPL Power Plant Services 
Central Laboratory result is mutually agreed upon by the 
Supplier and FPL as the "official" result for IJ. quality claim, 
then bill the Supplier for tho appropriate reimbursement using 
this result. 

8) Retain all claim documents: ~iacellaneous Bill, PPL-Supplior 
corr espondence, lab reports, aupplier invoiceo, check payment 
copy, etc . (eee attached examples) in a centralized book. 
Input the necessary claim information i nto the Fuel Oil 
Receipt System. Use the Misc. Bill Tracking Sheet to track the 
bil l s sent out to Suppliers and the date we receive payment 
for these bi lls. Compare this data with the information listed 
on the monthly trial balance for our location to ensure that 
payment is collected and documented in Accounting. 

9) On a monthly basis (the 15th calendar day following the month 
completed), generate the computer report titled,. "F•1el Oil 
Deliveries Below 151,000 Btu/gal" from the Fuel Oil Receipt 
System. This report will list all the deliveries for the 
preceding month, the minimum heat of combustion requirements 
for. these receipts , and the Plant Services Central 
Laboratory's results . It will also identify those cargos (both 
Spot and Contract purchases) that did not m~et the minimum 
heat requirements. Verify that Steps # 5 thru 8 were performed 
for the out-of-specification cargos identified in this report. 
{Only the Spot oil purchaaeo 4nd Contract oil pu1chaoes with 
cargo by cargo requircmento (Vitol and Rio) should be 
considered !or this analysis. The Contract oil purchases with 
either quarterly or semi-annual weighted average heat of 
combusticn requirements ~reanalyzed in a separate report. } 
Retain this report and any claim documents associated with the 
deliveries listed in the Contract/Spot Heat Value Claims Book. 

B: PROC193 2 
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