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I Executive Summary 

Audit Purpose: We have app lied the procedures described in Section 

II of this report to audit the appended Fuel and Purchased Power 
Cos t Recovery Filings, Schedule A-1, filed by Florida Power 
Corporation for the six month periods ended September 30, 1996 and 
March 31, 1997. The last day of field work was May 16, 1997. This 
report contains no confidential data and no exit conference was 

held. 

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 accept ed auditing standards and produce audited financial 

s tatements for public use . 

Opinion: The appended exhibits , Schedules A1, for the two six 

month periods ended September 30, 1996 and March 31 , 1997 represent 

utility books and records maintained in substantial compliance with 
Commissio11 Directives . The expressed opinions extend only to the 

scope of work d e scribed in Section II of t his r eport. 
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II Aud1t Scope: 

The opinions contained i n this report are based on the audiL work 

described below. When used in t his report , COMPI LED means Lhat 

audit wor k includes : 

COMPILED - Means that t he audit staff reconciled exhibit amounts 

with t he General Ledger; visually scanned accounts for error or 

inconsistency; disclosed any unresolved error , irregula ril y or 

inconsistency; and except as otherwise noted performed no other 

audit work . 

Compiled nuclear fuel expense and ending inventory amounts for each 

of the t wo six mont h audited periods and traced amounts to journa l 

entries . 

Recomputed amortization of nuclear f uel . 

Examined the invoices supporting the mos t recently added bat ch of 

nuclear fuel. 

Compiled natural gas expense and traced to journal entr-ies . 

Reconciled accruals , reversal , cas~ ~ yments and adjustments to ~as 

cost. 

Analyzed utility adjustments for transportation and pipeline 

charges. 
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II Aw:Ut Scope (contl.nuecl) 

COAL AND OIL 

Compiled recoverable fuel expense f r om jou rnal entry detail . On a 

judgmental ba~is , agreed units bur ned to production reports . 

Reconciled t otal recoverabl e fuel expense to General Ledger . 

Noted and explained any errors, irregula rit ies and i ncons istencies 

in fuel i nventory activity. 

Determined that Company procedures to val i da t e fuel measureme nt 

have not changed from previous audit period. 

Verified that the inclusion of a coal inventory ad justment in the 

calculation of recoverable fuel expe nse was prope r. 

Traced Economy Energy purchases to FPC Energy Cont r ol Pu r chases and 

Sales Report and agreed t o invoices . 

Traced Economy Energy sales t o FPC Energy Control Purchases and 

Sales Report and agreed to billings. 

Compiled fuel true-up accounts and recomputed t rue- up . 

OTB&k: 

Performed analytical review of cost o f generated power (oil , coal , 
gas and nuclear) and cost of purchases (oil and coal) for t hP 

purpose of determining level of audit risk and as an aid to 

determining the scope of the audi . 

Determined that procedures to measure un its o f f ossil f uel burned 

and fuel inventory measurements are consistent wi th prior periods . 

Ascertained that accounts and amounts not previous ly i nc l uded i n 

the reconciliation of the FPC fuel fil i ng to the General Ledge r 
were properly included in recoverable costs . 

Obtained and verified fir, -:ia l data s uppo r t lnq Uw pl.111t 

investments roquir d t o ~onvort t he 1ntorcession City peaking units 
1rorn oil-burning to gas-burning electrical producers . 
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AODI'l" DISCLO~ NO . 1 

SUBJECT: Five Hundred Thousand Dollar Fine . 

STA'l"KNKNT or r.ACT : The Utili ty was fined $500, 000 by the Nuclear 

Regulatory Commission (NRC) fo r having in pl ac("> sa fc y an1i 

operating procedures which the NRC deemed inadequa te . 

AUDIT OPIMION: Auditor · researched the payment and accoun t 

classification of the fine. According to Uti U t y records and 

general ledger, the fine has been paid and was recorded in general 

ledger account 426 .30, Penalties . 

ADDIT COHCLOSI OR: The fine was paid and is properly class ified in 

the FPC general ledger. 
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AUDIT DISCLOstJitK MO. 2 

SOBJKCT: Intercession City Peakers Gas Conversion Assets . 

STA~ or r.acT: FPSC auditor verified the authenticity of plant 

additions for the conversion of Intercession Cit~ peaki nq units 7, 

8, 9, and 10 from use of light oil to na t ural gas as <l fuel . rpsr; 

Order PSC- 95-0353-FOF- EI authorizes utilities t o amortize he 

dollars of plant over five years at a rate of 8 . 37% and t o recover 

the costs through the fuel adjustment clause . FPSC Order PSC-95-

1089-FOF-EI provided that recovery could begin on July 1, 1995. 

ADDIT OPIMXOH AMD COMCLUSIOR: Utility records provided support fo r 

the addition of plant dollars as follows for t he Intercession Ci y 

units : 

Unit Numbers Dollars 

7 & 9 $2 , 304 , 875 

8 & 10 $1 , 631 , 350 

Amortization of plant dollars through the Fuel Adjustment Clause is 

being calculated accurately . The dollars of plant are traceable 

to documents in an approved capital addition work order . 

Prudency of t he addition of the plant items stems from the 

associated fuel expense savings which are documented by the Utility 

and verified by t he FPSC auditor . 
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AUDIT DISCLOSORK NO . 3 

SUBJ&CT: Fuel True- up: Incorrect Interes t Rates. 

STATININT Or .acT: The Utility used incorrect interes t rates which , 
when applied to the Fuel Adjustment Clause (FAC) true- up , produced 
an incorrect total of recoverable fue l expense . 

AUDIT OPIMIOR AMD oo.cLOIIOR: A difference in int eres t rates used 

in t he FAC fi ling ca\lsed a difference in the i nte r est dolla r s 
associated with the true-up for February and March . 

Comparative interest rates : 

Month 

February 
Utility 
Auditor 

March 

Utility 
Auditor 

Start 
Ra.t.e. 

5 .43% 
5 . 45% 

5 . 43% 
5 . 43% 

End 
.Bate 

5.95% 
5. 43% 

5 . 75% 
5 . 74% 

Comparative interest dollars; 

Month 

Utility 
Auditor 
Difference 

February 

429, 024 
410.326 
18.698 

Total 

11. 38% 
10 . 88% 

11 . 18% 
1 1.17% 

March 

425 , 276 
424 . 668 

608 

Annual 
Aye rage 

5 .69% 
5 .44% 

5 . 590% 
5 . 585% 

Tota l 

19. 306 

Monthly 
Aye r age 

• 47!>% 
. 4 53% 

• 466% 
• 4 6~% 

The amount of difference, $19, 306, i s not mate rial when compa red to 
a cumulative recoverable Total of Fuel and Net Power Transaction 
(FAC A1 , p2 , line 20) for the six months ended March 31 , 1997 of 
$330, 150, 286. Nevertheless , the Utility s hould car efully review 
t he preparation of the FAC and similar filings t o assu te t hat a 
similar mis- application of interest or other rates does not r esult 
in a much la::-ger difference in calculation of recove rable FAC 
dollars . 
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Cl I ' ••a: 
MJA L JOHNSON, OfAIJMAN 
.. JSAN F. a.AJtK 
J. 11!UY DEASON 
IOEOAaaA 
DIANEK..~ 

Mr. Bill Walbr 
Florida Power .t Liaht CGmpaay 
215 South Monroe Street, Suite 810 
Tallabauce, Florida 32301-1859 

• ' .. ; ~ ,, ,, "' ... '· 

~ ,; 
, l . \ • 

JuDe 19, 1997 

lliVIIION OF JlBOOIDS A 
II!JIIOR11NG 

IIANCA S. lA YO 
DIIIIC1'0a 
(904) 41U770 

R.e: Docket No. 970001·EI- Florida Power & Liabt Company 
Fuel Audit Report - Period &ded March 31, 1997 
Audjt Cogtrol tl 91-0SS± 1 

Dear Mr, Walker: 

The mcbed audit report is fOI'Wirdcd for your review. Any mmpmy response filed with 

this office within tea (10) work days of tbc above date will be forwarded for consideration by 

tbc staff IDilyst in tbe paeJ*i*tion of. rec:ommeDdation for this cae. 
Thank you for your cooperation. 

BSBIDNV /cis 
EDclosure 
cc: Public Oullel 

Stoel Law Firm 

Sincerely, 

CAPITAL CIRCLE OFPJCE CEN'mR • 2540 SHUMAJlD OAK BLVD • TALLAHASSEE. FL 32399-0150 

All~ Alii•• ... ~.....,. ...... 64111: COHTAC"rePSC STATE..R.US 




