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DIVISION OF AUDITING AND FINANCIAL ANALYSIS 
AUDITOR'S REPORT 
J UNE 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, 1998 prepared by Florida Power and Light 
Company in support of Docket No. 980001-EI. This report is based on confidential 
information which Is 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 pub lic 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 ma1ters which were noted during our examination. 



SUMMARY OF SIGNIFICANT PROCEDURES 

Our audit was perfonned 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 this 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. 

Examlruld - 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 .md 
reconciled to revenues per Schedule A2. Verified the fuel recovery factor for selected 
months. 

EXPENSES-

Compiled a trial balance and an analytlcal 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 facllitles purchases and economy purchases. 

Examined Account 511 .880- Modification to bum low gravity oll. 
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Verified the coal inventory adjustments made semi-annually. 

Verified the cepreclatlon 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. 
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II. DISCLOSURES 

AUD1T DISCLOSURE 

SUBJECT: TRANSMISSION REVENUES DERIVED FROM ECONOMY SCHEDULE 
C SALES. 

STATEMENT OF FACT: 

In PSC Order 98-0073-FOF-EI, the Commission addressed the effects of the Federal 
Energy Regulatory Commission's Order 888, issued April 24, 1996 which required 
Investor-owned electric utilities to unbundle transmission and ancillary charges from 
economy energy sales. The order addressed how the transmission costs effect the 
pricing of economy, Schedule C, broker sales between 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 calcul3ted 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 clarfficatJon of the pricing methods before 
the Commission on April28, 1998. No decision has been reached yet. 

Coat 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 respor .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 

Account 447.123 

Account 447. 124 
Account 44 7.125 
Account 447.126 
Account447.127 

To record estimated bundled Transmission and Ancillary 
Services 
Contra Account- offset to Accounts 447.124 through 
447.127 
Transmission Service component 
Ancillary Service, Scheduling, System Control 
Ancillary Service, Reactive Service Non Fuel 
Ancillary Service, Reactive Service Fuel 

Accounts 447.122. 123, 124, 125, and 126ln the year 1997 were considered credits to 
the capacity clause and Account 447.127 was a credit to the fuel clause. 

In January, 1998 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 
447.122, 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. At the same lime 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 Commlsalon 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 bef>n made yet. 

Recovery: 
FPL is recovering the c:ollts In tho 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: 29,941 : 60,116 
for January, February and March respectively. The total on A6, Power Sold, Includes 
447.110, Interchange power, 447.111, transmission schedule C sales. 447.115, 
revenues-80% galn on C sales and 447.127, Reactive and voltage control. 

s 



Ill. COMPANY PREPARED EXHIBITS 
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Conunls.sion;,N: 
JUUA L. IOIINSOW, ClWliMAN 
J. TEAAY DEASON 
SUSAN F. CLARK 
JOE GAliCIA 
E. LEON JA.:OBS. JR. 

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

STATE OF FLORIDA 

June 19, 1998 

0<>"""'"' IU:C'OOUlO .t Ruoo""" 
BLANCA S. i3AY0 
Dt~ 
(8S0)4tl-6770 

Re: Docket No. 98000 I • El • Florida Power & Light Company 
Auc!'t Report • Fuel · Period Ended ~h 3 1, 1998 
Audit Control # 28-022-4-1 

Dear Mr. Wal.ker: 

The enclosed audit repon is forwarded for your review. Any company response filed with 
this office within ten ( I 0) work days of the above C4SC will be forwarded for considerntion by the 
staff analyst in the preparntion of a recommendation for this case. 

The Division of Records and Reponing is holding the workpapers for which you requcSicd 
confidential treatment. You have 21 days from the audit exit conference or July 6. 1998 10 file a 
formal request for Confidential Classification \\i th the Division of Records and Reporting. 

Thank you for your cooperation. 

KF/ABF 
Enclosure 
c.c: Public Counsel 

Sincerely. 

Kay Flynn 

Division of Audit o.nd Financial Analysis 
Matt Chi lds 

CAPrTAL CIIICU: Oma: C EIO"U •lS40 SllliMAIID 0AJC Botru:VARD • TAU.4l~t, Fl.JlJ~50 
Aa Allll'lloll¥w AC11oe/'t4ul Qs>po<looll} t.p&oy"' 

P·•blk Stn-kt c- ....... Wt.W&r. WWW1.ecf't..llct le~ t-.... : c:•u.rte,,....utcJL ... 
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