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I. Executive Summary 

AUDIT PURPOSE: We have applied the procedures described In Section 

II of this report to audit the schedules calculating 1he fuel adjustment 

true- up and interest provision for the twelve months ended March 31 , 1995 

prepared by Florida Power & Ught Company In Slllpport of Dod<et 

950001 - EI. 

SCOPE UMITATION: The audit exit conference was held on June 15, 1995 

This report is based on confidential information which is sepsrately 

filed with the Commission Clerk. 

DISCLAIM PUSUC USE: This Is an internal accounting report pr.gpared 

after performing a limited scope audit; aooordlngly, this document must not 

be relied on for any purpose except to assist the Commission staff in the 

performance of their duties. Substan' 41 additional work would have to be 

performed to satisfy generally accepted auditing standards and produce 

audited financial statements for public use. 

OPINION: The schedules calculating the fuel adjustment true-up and 

interest provision for the twelve months ended March 31, 1995 represent 

Florida Power & Ught books and records maintained in substantial 

compliance with Commission Directives; The expressed opinions extend 

only to e scope of y rork described in section II of this report. 
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II. Audit Scope 

The opinions contained In this report are b:JSed on the audit work described 
below. When used In this report COMPILED means that audit work 
includes: 

EXAMINED: Means that the audit staff reconciled exhibit amounts with the 
general ledger; traced general ledger account balances to subsidiary 
ledgers; applied selective analytical review procedures; tested account 
balances to the extent further described; and disclosed any error, 
irregularity, or Inconsistency observed. 

COMPILED: Means that the audit staff reconciled exhibit amounts with the 
general ledger; visually scanned accounts for error or Inconsistency; 
disclosed any unresolved error, irregularity, or Inconsistency; and. except as 
otherwise noted performed no other audit wort<. 

REVENUES AND EXPENSES: 

Examined revenues and fuel expense account balances for the 12 months 
ended March 31 , 1995. Reconciled revenues and KWH from the Revenue and 
Rate Report to Schedule A2. Traced KWH from exhibits to Billing Summary 

Recalculated the depreciation expense and return on Investment in FPL's 
twenty (20%) Investment In St Johns River Power Plant- Coal Cars and 
u ir investment In Scherer Unit No. 4 Railcars. 

Recalculated the amortization and return on Investment on the Lauderdale 
Plant Gas Pipeline. Agreed FPL's Investment in the Lauderdale Plant 
Gas Pipeline to Florida Gas Transmission (FGT) agreement and to i:1voices 
Recalculated the depreciation expense and return on Investment on the 
Martin Plant and Gas Pipeline . 
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II. Audit Scope -Continued 

TRUE-UP CALCUlATION. 

Recalculated six months of schedule A2 for the period ended September 
1994 and March 1995 to determine the accuracy of current the current 

true-up amount for the period In audit Traced beginning true - up to 

prior audit and Commission order. Traced lnteres1 rates to the Wall 

Street Journal - 30 Day Commercial Paper Rate, recalculated the average 

interest rate and ttle interest provfsjon. 

MARTIN PLANT GAS PIPEUNE 

Examined FPL's investment in the Martin Gas Pipeline. 

Read and summarized the bid qualification selec1ion process for 

contractors, engineers and material & supply companies that were 

invited to bid. Read contracts and amendments to contracts. 

Analyzed Contract Change Orders (CCO's) and compared work 

description on the CCO's with the original contract 

Read certificate of Insurance and compared the type and amounts of 

coverage required by the contract with the Insurance certificate. 

Reco. 1ciled Martin Plant Investment to the Work Order Summary and to the 

Schedule of Capital Investment, Work Order Summary and Job Detail. 
Judgementally selected and tested 60% ($8, 143,356 of $13,663,827) of the 

total plant investment 

MODIFICATION OF GENERATING UNITS 

Compiled expenses tor approximately $2.8 million worth of expGnses 
related to the plant modifications made to the Cape Cavernal Unit # 1 and 

#2 • Fort Myers 112, Riveria 113 and #4 and Sanford 113,4, and 5. 

Reconciled the expenses to the Work Order Summary and Job Detail. 

Judgementally selected and tested 15% {$440,309 of $2,824,259) of the 
total expenses incurred . 
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II. Audit Scope -Continued 

GENERAL: 

Read Internal Audits regarding fuel performed between April 1, 1994 
through March 31, 1995 

Read new fuel contracts and amendments to prior contracts executed within 

the period of Aprll1 , 1994 through March 31, 1995 . 
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AUDIT DISCLOSURE 1 

SUBJECT: CORPORATE BIDDING PROCEDURES 

STATEMENTS OF FACTS: 

During the review of the bid proposal and analysis of the design and 
construction of the Martin Gas Pipeline, staff determined that the procedures 
pertaining to purchasing materials and services were revised. 

FPL's General Operations Procedure 701 pertaining to purchasing materials and 
services states that •an bids must be kept In confidence and binding 
documents must be kept on file. • No other written control procedures 
regarding bid related documentation exist The company stated that due to the 
1991 restructuring, their General Operating Procedures were streamlined. 

OPINION: 

There Is no evidence to conclude that the bidding process for the design and 
construction of the Martin Gas Plpel'lne was compromised by the Jack of a more 
detailed and specific procedures. However, the revised procedures are 
general in nature and vague In terms o1 convol. To protect the integrity of 
the oo...,petitive bid process, specific procedures should be established and 
documdnted regard ng the control and handling of bids . 
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Audit Disclosure 1 • Subject: 

FPL Response: 

• 

Corporate Bidding Procedures 

On June 27, 1995, representatives from FPL'S Power Generation 
Business Unit will be presenting to the Commission Staff in 
Tallahassee an overview of FPL's procurement strategy. As part of 
the presentation FPL will -descnbe the procurement procedures and 
controls for competitive bidding and other procurement practices . 
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Commissioners: 
SUSAN F. CI..AIU\, CliA!RMt\N 
J. TERRY DEASON 
JULIA L. JOHNSON 
DIANE K. KI ESLI NG 
JOE GARCIA 

State of Florida 

DMSION OF RECORDS & 
REPORTING 
BLANCA S. BA YO 
DIRECTOR 
(904) 4J3-6no 

~ublit ~trbitt ~mm~sion 

Florida Power & Light Company 
Attn: Mr. Bill Walker 
215 South Monroe Street, Suite 1!10 
Tallahassee, Florida 32301- 1859 

Dear Mr. Walker: 

June 21, 1995 

RE: Docket No. 950001-EI -Florida Power & Light Company 
Fuel Adjustment Audit Repon - Period Ended March 3 1, 1995 
Audit Comrol II 94-279-4- 1 

The enclosed audit repon is forwarded for your review. Any company response filed with this 
o ffice within ten (10) work days of the above date will be forwarded for consideration by the staff 
analys t in the preparation of a recommendation for this case. 

The Division of Records and Reporting is holding the workpapers fo r which you requested 
confidential treatment. You have 21 days from the audit ex.:it conference, or July 6 . 1995 to file a 
fom1al request fc>r Confidential Classification with th.e Division of Records and Reponing. 

Thank you for your cooperation. 

BSB/mas 
Enclosure 
cc: Publ ic Counsel 

Steel Law Firm 

Sincerely, 

~ ~. 
Blanca S. B.ay6 

CAPITAL CIRCLE OFFICE CENTER • 2540 SHUMARD OAK BLVD • TAllAHASSEE. FL 32399-0850 
AD Atllmwi•c Actioel8qual ~ ~~~ 
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