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The above-referenced audit report is forwarded. Audit exceptions document
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Staff Accounting Bulletin and generally accepted accounting principles. Audit
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LOTUS 1-2-3 software. There are conflidential working papers associated with
thi. audit.
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DIVISION OF AUDITING AND FINANCIAL ANALYSIS
AUDITOR'S REPORT
JUNE 15, 1998

TO: FLORIDA PUBLIC SERVICE COMMISSION AND OTHER INTERESTED
PARTIES

We have applied the procedures described later in this report to audit the
accompanying schedules calculating the fuel adjustment true up and interest provision
for the twelve months ended March 31, 19988 prepared by Florida Power and Light
Company in support of Docket No. 880001-El. This report is based on confidential
information which ic separately filed with the Commission Clerk. The audit exit
conference was held June 15, 1998.

This is an internal accounting report prepared after performing a limited scope
audit. Accordingly, this report should not be relied upon for any purpose except to
assist the Commission staff in the performance of their duties. Substantial additional
work would have to be performed to satisfy generally accepted auditing standards and
produce audited financial statements for public use.

In our opinion, the schedules referred to above present fairly, in all material
respects, the utility's books and records, maintained in conformity with the accounting
practices prescribed by the Florida Public Service Commission. The attached findings
discuss all differences and other matters which were noted during our examination.




SUMMARY OF SIGNIFICANT PROCEDURES

Our audit was performed by examining, on a test basis, certain transactions and
account balances which we believe are sufficient to base our opinion. Our examination
did not entail a complete review of all financial transactions of the company. Our more
important audit procedures are summarized below. The following definitions apply
when used in thie report:

Compiled - The exhibit amounts were reconciled with the general ledger, and
accounts were scanned for error or inconsistency.

Reviewed - The exhibit amounts were reconciled with the general ledger. The general
ledger account balances were traced to subsidiary ledgers and selective analytical
review procedures were applied.

Examinad - The exhibit amounts were reconciled with the general ledger. The general
ledger account balances were traced to subsidiary ledgers. Selective analytical review
procedures were applied, and account balances were tested to the extent further
described.

Verify- The item was tested for accuracy, and substantiating documentation was
examined.

REVENUES -

Compiled a schedule of fuel clause revenues from the Revenue and Rate Report und
reconciled to revenues per Schedule A2. Verified the fuel recovery factor for selected
months.

EXPENSES -

Compiled a trial balance and an analytical review for all fuel related expense accounts.
Reconciled a summary of expense accounts per an audit analyzer program to the trial
balance. Examined a sample of the fuel inventory account. Examined a sample of
generation expenses, nuclear fuel disposal costs, cost of power sold, cost of power
purchased, qualifying facilities purchases and economy purchases.

Examined Account 511.880 - Modification to burn low gravity oil.




Verified the coal inventory adjustments made semi-annually.

Verified the cepreciation and return requirements for the capital investment schedules.
Examined the additions to the coal cars at St. John River Power Plant.

TRUE UP CALCULATION -

Recalculated the true up provision for the twelve months ended March 31, 1998 and
verified the interest rates. Traced the beginning true up to the prior audit. Traced the
prior period true up to the approved FPSC Order.

OTHER -

Read various internal audits.



Il. DISCLOSURES
AUD/T DISCLOSURE

SUBJECT: TRANSMISSION REVENUES DERIVED FROM ECONOMY SCHEDULE
C SALES.

STATEMENT OF FACT:

In PSC Order 88-0073-FOF-EI, the Commission addressed the effects of the Federal
Energy Regulatory Commission's Order 888, issued April 24, 1896 which required
investor-owned electric utilities to unbundie transmission and ancillary charges from
economy energy sales. The order addressed how the transmission costs effect the
pricing of economy, Schedule C, broker sales batween two directly interconnected
utilities and also addressed the recovery of the transmission costs for an economy,
Schedule C broker transaction between two interconnected utilities.

Pricing:

The order stated the ..."transaction price of a broker sale between two directly
interconnected utilities shall be based on the incremental system production cost, just
as before FERC Order 888. Any transmission charge required by FERC Order 888
should not influence the gain on a broker sale. Any FERC required transmission costs
shall be added after the broker has matched a buyer and seller.”

FPL pricing methods included in the order resulted in the transaction price being
affected by the transmission charge, and influenced the gain on a broker sale. For the
fuel adjustment clause, FPL calculated their pricing of economy, Schedule C broker
sales by including the transmission charge, which influences the gain. FPL states they
are following Federal Energy Regulatory tariffs.

The Order disagreed with FPL's pricing methods.

FPL brought a motion for reconsideration and clarification of the pricing methods before
the Commission on April 28, 1898. No decision has been reached yet.

Cost Recovery:

The recovery of economy, Schedule C broker sales transmission revenues was
previously run through the capacity clause. According to the order stated above, the
transmission revenues for economy, Schedule C broker sales should now be a credit to
the fuel clause .

The order approved FPL's cost recovery schedule as submitted to the Commission,
This schedule included transmission charges in the calculation of the gain, along with
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the transmission revenue to be credited to the fuel adjustment.

FPL Accounting:
In respoi.se to FERC Order 888 FPL set up six sub- accounts in January, 1997 to

record the Transmission Service and Ancillary Service Charges. These are listed
below:

Account 447,122 To record estimated bundled Transmission and Ancillary
Services

Account 447.123 Contra Account - offset to Accounts 447,124 through
447 127

Account 447 124 Transmission Service component

Account 447.125 Ancillary Service, Scheduling, System Control

Account 447.126 Ancillary Service, Reactive Service Non Fuel

Account 447.127 Ancillary Service, Reactive Service Fuel

Accounts 447.122, 123, 124, 125, and 126 in the year 1997 were considered credits to
the capacity clause and Account 447,127 was a credit to the fuel clause.

In January, 1898 FPL made an adjustment to the fuel clause A2 schedule under Fuel
Cost of Power Sold to include the Schedule C transmission revenues in accounts
447122, 123, 124, 125 and 126. This had the effect of increasing economy sales by
$1,300,969.30 to reflect 1997 transmission revenues in accordance with the above

order. Atthe same time they made an adjustment to the capacity clause removing
these revenues from that clause.

The company stated that beginning January 1998, transmission charges associated
with Schedule C sales will be captured in revenue Account 447.111 for all components
other than Reactive Service-Fuel.

OPINION:

Pricing:

FPL is not pricing according to the Commission order. FPL filed a motion for
reconsideration with the Commission on pricing because they believe the Commission
does not have jurisdiction over pricing. No decision has bern made yet.

Recovery:

FPL is recovering the costs in the correct accounts according to the order. FPL is using
the formula shown in the order which includes transmission revenue. According to our
audit, account 447,111 is included in the fuel clause in January, February and March
1998. According to the company trial balance the amounts are 24,112: 20,941: 60,116
for January, February and March respectively. The total on A8, Power Sold, includes
447.110, Interchange power, 447.111, transmission schedule C sales, 447 115,
revenues-80% gain on C sales and 447.127, Reactive and voltage control.
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CALCY OF TRUE-UP AND INTEREST PROVISION -
C 9 a Power & Light Compasy :
bt of! lq--hitm
CURRENT MONTH PERIOD TO DATE
LIVE LUPDATED DIFFERENCE LTDATED ¥ FFERENCE
NLL ACTUAL ESTIMATES (u) AMOUNT ~ ACTLIAL ESTIMATES {a) AMOUNT ~
Fuel Conts & Nt Power Trunssctions

1] ol Fuel Cost of Sysiess Met Generstion $ eI s 10035910 |3 303N M1 N A4 3 aMEILITI (S 194,001,792 163 W
b Mucien s Fuel Disponal Conts 1,606,642 1417280 ™aa2 49 % 10,521,979 10,197,181 IR 11 "W
& Cosl Cars Depresistion & Renars £)9.367 04633 94 Ll %] L9960 1ETLI64 % 29 %
Fuciow Thermal Liprste Amortusstecn & Resars wam w.Imn 0 00 Léan a3 LT ) T
| G Pipclines Dprocistion & Returs 19 L9 8 TE 1. TN 1,7 N7 T

1] DOE D& D Fund Pryment 0 ] [ WA ] ° o] A
2| |Fuel Comt of Power Sold & Tresmission Resctive Fuel (Por AS) {6,391, 100)) (1831.328) (4399904) 1343 % DAL {12.77,509) (RIS 1362
3| o|Fusl Cost of Purdhased Power (Per AT) [ L 18,509,911 16, 7440590 L9799 n % 73,3317 74,209,343 L1ea 72 15 %
b Enerpy Prymests 1o Qualafyng Facilitees (Per AY) 11,177,080 11692699 134311 L1 % 71,144,583 #2117 LE® 50 T
4 Cost of Evoncery Parchis (Per A%) 3,003,358 10,981,130 gl (e N 20,150,306 4,617,047 Ly (1) %
3| |Total Fud Costa & MNet Powsr Trassects 3 leaseans s 1424TLEM |3 18,162,293 127 %) 154,230, 349 |3 1,841,042 |3 §1.799.304 1%~
[3 Adj tn Furl Cost '“-_‘
o) Sales b FL Keys Elest Coop (FKEC) & City of Ky West (CKW) $  (LMLTIMES (LINT0AINS (129.673) i9 (11,720,841) (11, 7%,450)3 ($44339) 19 W
b Resctive and Voltsgs Control el Revemss 15 [ 13 NA (193.091) (s 1423
o lavensary Adjustmenis 13233 a 13393 WA 117,40 211 | 1M N
Yom Recoversbie OsbTank B [, [] (1139%) WA {171,261y (199.364) JLI04 |  (141)
«| Modalac stscma 1o Baarn Low Gravity Ol 1341 [ 1% NA 146,033 0611 107840 ] I N
7 Adpated Total Fuel Costa & Net Power Tramactions $ 138300070 |3 180341807 |3 17800443 120 S 406179 |3 a3 |5 $1,841.387 18 %

EWh Sales
1 Tareccticnal k'Wh Sabes (RTP @ CBL) 7,794,471 080 1.791.974,000 491000 00 42001179509 AL 046311500 35, B3 ol -
1| |Sale for Ressle (cxcluding FKEC & CKW) 5,252,142 46,912 000 4,320,143 133 W __imenam 163,304,996 17610400 107
3| |SebeTotal Sales (cxcinding FKEC & CXW) 2,849,70.225 | 1, 11117223 (1] 42263100067 | 211817026 $1,452 941 T
4| |Sales b FL Koy Eloct Coop (FKEC) & City of Koy West (CKW) 94,220,198 | 19,000 39,191 07 % 300,309,671 360,774,000 Qsasy @
3 Total Sebes (Essbefing RTP lacremental) 7.584.931,41 7.935,491,000 9,436,417 ol 771,609,742 42720092124 31211616 [T
1 Jurnductional % of Total L'Wh Sales (Tines BI/MY) #9.32160 %! 9940143 N (DO7983) 0l) % AT N PREANT % madlifn % a8 W
SEE FOOTNOTES ON FAGEY
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CALCL OF TRUE-UP AND INTEREST PROVISION '
I compnary vdla Porwar & Light Compasy
bt of September 1797
|
CLRRENT MONTH PERIOD TO DATE
LINE 1PDATED DIFFERENCE UPDATED DIFFERENCE
O ACTUAL ESTDJATES (1) AMOUNT » ACTUAL ESTIMATES (s) AMOUNT “
C True-wp Cabouleth
1| [t I Fusl R {lncl. RTF @ CBL) Net of Revemes Tazss
5 168200442 168,130,908 |§ 69,504 00 SON013919 | 8 POT.0N69 |3 §77.130 [T
2 Fuel Ad justmernt Krvesmes Nt Applicuble to Prried
& | Prace Perod Trueap Provess {1 2B%0.832¥ {12.8%0,037)| o [T (77184991} (T7.104. 9913 [ 08
B|GPIF, Mt of Rivensss Taxes (b) [ 0 o MA 0 [ ] WA
& |Onl Dachost Rvessss, Net of rrveses Lasss M ] n NA 139 1217 903 S N
) Jureaactional Fucl Revemses Applxabls 13 Perod 3 1950971800 135,230,107 |§ 9,440 [T 130.910.667 3 9.6 |3 #2130 T
4 | o] Adjusiod Total Fuel Costa & Net Power Tramssctions (Line A-T) 3 13000 3 140361607 |3 17900863 128 EIL 404839 |3 6945531 |3 49,441,008 T
b | Nachesr Fuel Expenes - 100% Retml [ 0 [ WA 11,849 11339 o) 00
 |RTP Incremental Fuel -100% Ratal #31) o £4,133 WA 451,916 1627 M| 20 N
d | DRD Fund Pryments -100% Retad 8 [ e WA 0 [ [ WA
® | Ady Total Fusl Costs & Net Powsr Tramsstions - Excluding 100% Retal 198,77 140361607 17.474,130 127 BEL 540 064 16013043 €3,12001% [T
Niomma (Cda-CAb-Cde-Cad)
3 | [ Darsdictionat Saben % of Total LWh Salen (Line B-6) 912163 e ol % Eemns Pl WA WA NA i
% | | Irndictional Total Fuel Costs & Net Power Tramssctions  (Lane Cie x
T3 x 1.0007T1()) *(Lines Cobe.d) O EL AT AT TR 139,620,923 |8 17.717.631 127 % N |3 114.400.2% {3 &4, THATY 10
7| | Treeep Provisios for the Mosth - Over{Under) Recowery (Lins C - Lime
C8) 3 (198097 PATIM S sty (1116 % (48316.267)(8 133501 s (ELBSLIT)  (410.7)
8| |inserest Provisson for the hionth (L D) (193.444) &1,711 (296.033)  (400.5) W {1446 TTI) LT iLisn] 330 %
9 | |Trec-wp & istereat Provisos Beg of Penod-Orver{Linder ) Recovery
(860,439,589 (13962470}  (464TINI%) 3329 N (T7.104.991 ) (72.104.991) [} 00 %
& | Deferred Troe-up Degmning of Pernod - Over/{(Usder) Resovery 13,141,163 13,141,163 ] 08 % 13,141,163 11.141,16) 0 TE
18] |Prior Period Tres-wp Collesied {Rufinded) This Period 12,050,002 __128%0.02 [ 00 77,104,991 77,104,991 ] T
11 |hl-lhu Mt Troe-ep Amcent Crver{Under) Resovery (Lises C7
through C10) $  (6.620.978) NIHAL S (ST (0 % 46215758 nIWAll s enmy @15 N
D Imtrrrsl Provides
1 | | Beguning Trosup Amoust (Lines C9 + C99) 3 (41.290.00%) NA WA WA WA NA NA WA
1| |Eading True-up Amcsst Defore Interest (C7+C2+Coa+C10) 3 (d.A30) WA NA NA WA WA WA WA
3 | |Toul of Beginning & Ending Tres-up Amoust S (0,727347) WA NA WA WA WA WA WA
4 | | Aversge Trus-sp Amosnt (30% of Line DY) S (41,88)679) WA WA WA NA WA WA NA
5 Interest Rsbe - Firsl Doy Reportasg Bs Mo 5 56000 W WA WA M NA NA WA WA
& | |imicrest Rate « Firsi Doy Subsoquont Business Months 313000 % WA WA WA WA WA WA WA
7| [Totsl (Lise D + Line DS) 11.05000 % WA WA A WA WA WA WA
1| | Aversge Inioret Rais (30% of Lins D7) 354300 %) WA WA HIA WA NIA WA WA
9 | | Momthly Average | Hate (Lime DA/ 12) 44 . W WA WA A NIA NIA WA WA
10 Inte—set Provison (Line D4 x Line D9 f (191, 44d)| NA HA A NA WA WA WA
NOTES |(s)  Per Sehwduls E-1b, filed Juss 13, 1977,
(k)  Generstion Priformencs lacentive Factor per Order Na. PSC-37-0049-FOF-El b pers
(r)  Jurisdictionsl Lows Multiplier per Schedule E Mled June 14, 1994 |
Schedule A 2
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STATE OF FLORIDA

Dirvisaces oF REconos & REPOR TG
BLANCA S, BaYO

Commissioners:
JuLia L. JOHNSON, CHAIRMAN

J. TERRY DEASON y DIRECTOR
SUSAN F. CLARK ey (850)413-6770
JOE GARCIA tt : ;
E. LEON JacOBS, JR. P w1
Public Serbice Commission
June 19, 1998

Mr. Bill Walker

Florida Power & Light Company
215 South Monroe Street, Suite 810
Tallahassee, Florida 32301-1859

Re: Docket No. 980001 - EI - Florida Power & Light Company
Auc’t Report - Fuel - Period Ended March 31, 1998
Audit Control # 98-022-4-] :

Dear Mr. Walker:

The enclosed audit repont is forwarded for your review. Any company response filed with
this office within ten (10) work days of the above case will be forwarded for consideration by the
staff analyst in the preparation of a recommendation for this case.

The Division of Records and Reporting is holding the workpapers for which you requested
confidential treatment. You have 21 days from the audit exit conference or July 6, 1998 to file a
formal request for Confidential Classification with the Division of Records and Reporting.

Thank you for your cooperation.
Sincerely,
Kay Flynn
KF/ABF !
Enclosure
ce: Public Counsel
Division of Audit and Financial Analysis
Matt Childs

CAPITAL CIRCLE OFFICE CENTER * 2540 SHUMARD OAK BOULEVARD * TALLAHASSEE, FL 31399-0850

An AfMirmative Action/Equal Opportasity Employer
Pablic Service Commission Webaite: wwwLicrioet Isternet E-mail: contacta pscsiate. M us
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