MEMORANDUN

June 14, 1994

TO: DIVISION OF RECORDS AND REPORTING

FROM: DIVISION OF AUDITING AND FINANCIAL ANALYSIS (VANDIVER)())

RE: DOCKET NO. #940000-81 -- FLORIDA POWER CORPORATION
FUEL AUDIT REPORT - PERIOD ENDED MARCH 31, 1994
AUDIT CONTROL NO. 93-267-2-1

The above-referenced audit report is forwarded. Audit exceptions document
deviations from the Uniform System of Accounts, Commission rule or order,
Staff Accounting Bulletin and generally accepted accounting principles. Audit
disclosures show information that may influence the decision process.

The audit working papers are available for review on request. There are no
confidential working papers associated with this audit.

Please forward a complete copy of this report to:

Florida Power Corporation
Richard W. Neiser

Post Office Box 14042

St. Petersburg, FL 33733-4042

DNV/sp
Attachment
cc: Chairman Deason
Commissioner Clark
Commissioner Johnson
Commissioner Lauredo
Commissioner Kiesling
Mary Andrews Bane, Deputy Executive Director/Technical
Legal Services
Division of Auditing and Financial Analysis (Devlin/Mailhot/Causseaux/
File Folder)
Division of Electric and Gas (Dudley)
Tampa District Office (Bouckaert)
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I. Executive Summary

Audit Purpose: We have applied the procedures described in Section
II of this report to audit the appended Fuel and Purchased Power
Cost Recovery Filings, Schedules Al, filed by Florida Power
Corporation in support of Docket 940001-EI for the six-month
periods ended September 30, 1993 and March 31, 1994.

Scope Limitation: The last day of field work was June 7, 1994.
The audit exit conference was waived by the Company. The report is
not based on any confidential information.

Disclaim Public Use: This is an internal accounting report
prepared after performing a limited scope audit:; accordingly, this
document must 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.

Opinion: The appended exhibits, Schedules Al, for the two six
month periods ended September 30, 1993 and March 31, 1994,
represent utility books and records maintained in substantial
compliance with Commission directives. The expressed opinions

extend only to the scope of work described in Section II of this
report.

Summary of Findings: The Company recovered an incorrect Generating
Performance Incentive amount in their Filing for the six months
ended March 31,1994. For the six months ended September 30,1993,
the Company failed to adjust their reported Jurisdictional Fuel
Revenues for Regulatory Assessment Fees collected.




II Audit Scope:

The opinions contained in this report are based on the audit work

described below. When used in this report, COMPILED means that
audit work includes:

COMPILED - Means that the audit staff reconciled exhibit amounts
with the general ledger; visually scanned accounts for error or
inconsistency; disclosed any unresolved error, irreaqularity er
inconsistency; and, except as otherwise noted, performed ne other
audit work.

NUCLEAR FUEL:

Compiled nuclear fuel expense and ending inventory amounts for each

of the two six month audited periods and traced amounts to journal
entries.

(t
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Recomputed amor ation of nuclear fuel.

Agreed MMBTU burned to FPC Fuel Burn report.

NATURAL GAS:
Compiled natural gas expense and traced to journal entries.

Reconciled accruals, reversal, cash payments and adjustmente to gas
cost.

Reconciled on a judgmental basis Ccmpany working papers for

4

computation of recoverable natural gas expense to journal entries.

On a test basis, examined invoices supporting the accounts payable
journal.
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. COAL AND OIL:

Compiled recoverable fuel expense from journal entry detail. On a
judamenta) basis, agreed units burned to production reports.

Reconcilad total recoverable fuel expense to general ledger.

Noted and expiained any errors, irregularities and inconsistencies
in fuel inventory activity,

Determined that Company procedures to validate BTU bPkilling
adjustments for fuel Purchased complies with contractual agreements
and have not changed from previous sudit peried.

Determined that coal inventory adijustments were calculated in
nCS

acccrda with Starr Advisgry'%ulletin No. 3.

INTERCHARGE POWER:

Traced Economy Energy purchases to FpC Energy Control Purchases and
Sales Rercrt and agreed to invoices.

Traced Economy Energy sales to FPpC Enargy Control Purchases and
Sales Report and agreed to billings.

FUEL EXPENSE TRUR-UP:

Compiled fuel true~up accounts, and recomputed true-up.

OTHER:

Performed analytical review techniques of cost of generated power
(0il, coal, gas and nuclear) and cost of purchases (oil and cecal).

Determined that procedures to measure units of foseil fuel burned
and fuel inventory measurements are consistent with prior period,

On a test ba

agreed payments made to qualifying facilities to
the Company

sis,
filing.




FUEL ADJUSTMENT CLAUSE
DISCLOSURE No. 1

S8UBJECT: Generating Performance Incentive Factor

S8TATEMENT OF PACT: FPSC Order No. 93-1331-FOF-EI approved a GPIF
reward of $1,219,167 earned by Florida Power Corporation during the
period October 1992 through March 1993. This reward was to be
recovered through the Fuel Adjustment Clause of the Six months
ended March 31, 1994. Florida Power Corporation actually recovered

$1,827 less than this approved amount. (Adjusted for Regulatory
Assessment Fees).

STATEMENT OF OPINION: Florida Power Corporation should adjust
their next monthly Fuel Clause Filing to correct for this error.

COMPANY COMMENTS: The Company concurs with the facts and
conclusion as presented.




FUEL ADJUSTMENT CLAUSE
. DISCLOSURE NO. 2

Subject: Revenues Net of Regulatory Assessment Fee

Btatement of Facts: The amount of Jurisdictional Fuel Revenues
Florida Power Corporation veported being received from June 19353
through September 1993 was not adjusted for Regulatcry Assessment
Fees collected. The total amount that revenues viere overstated for
the six months ended September 30, 1593 was $187,575. This error
was corracted by Florida Power Corporation in their January 1994
monthly fuel filing.

Btatement ¢f Opimion: Florida Power Corporation has corrected the
overstated jurisdictional revenues that were found to be misstated
in the six months ended September 1553 Fuel Clause Filing.

Company Comasents: The Company concurs with the statement of facts
and conclusion as presented. The adjustment was booked,“y the
Company in the month of January 1994 and is reflected in &He true-
up for the six months ending March 31, 1994.
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PUBL ADJUSTMENT CLAUSE
. DISCLOSURE No. 4

B8UBJECT: Gas Capacity Payments

STATEMENT OF FACTS: During the construction phase of the new
University of Florida natural gas fired generating facility,
Florida Power Corporation made payments to Florida Gas Transmission
Company and Gainesville Gas Company. These payments were for
pipeline transportation capacity of a minimum quantity of gas
whether or not this gas was actually delivered to FPC. Payments
for transportation capacity (even though no gas was actually
transported) totalled $500,483 through April 1993. These
transportation capacity payments were included as fuel expense in
the April 1993 Fuel Adjustment Clause. Public Service Commission
Order No. 93-0443-FOF-E1 approved the recovery of gas
transportation costs associated with this new generator.

SBTATEMENT OF OPINION: It is unclear from the PSC Order whether the
intent was to give Florida Power Corporation approval to include
these gas transportation costs during the construction phase of the
University of Florida facility, or to allow recovery when gas was
actually transported. No recommendation is made.

COMPANY COMMENTS8: The Company concurs with the facts as presented.
The Company believes the intent of the Commission's order on this
issue was to approve recovery of these costs prior to the in
service date of the University of Florida unit. The Company
prefiled testimony of witness K. H. Wieland requested Commission's
approval to recover an estimated amount ($393,244) of these costs
in the period of April 1993 through September 1993. The Company's
testimony also stated that the University of Florida unit was
expected to be in service in late 1993. The Commission order
approved the recovery of these costs in the period of April 1993
through September 1993 based on the specific request made in the
Company's prefiled testimony. The Commission's order also stated
“the costs are reasonable gas transportation costs ....... and are
appropriately recoverable through the fuel adjustment clause".
Based on these facts, the Company believes that the Commission did
intend to allow recovery of these costs through the fuel adjustment
clause during the construction period.
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June 15, 1994

Mr. Richard W. Neiser
Florida Power Corporation
Post Office Bax 14042

St. Petersburg, FL 337334042

Dear Mr. Neiter:

RE: Docket No. 940001-El - Florida Power Corporation
Euel Asdiz Bspont - Period Ended March 31, 1994

The enclosed audit —/———— S— nrreview. /Dy company

response filled wiih ﬁu;ﬁuumhmun (IO)workdaysoflhenbove date will
be forwarded for cousiderution by the stafi analyst in the preparation of a
recommendatica for this case.

Thankyou—ioi yous couvperation

%hiﬁé‘ By |
BSB/kes /.
Enclosure
¢ Tuonc wounsel

FLETCHER BUILDING « 101 EAST GAINES STREET « TALLAHASSEE FL 323990850
Aa Affirmative Action/Bqual Opportusity Employer




