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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, 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 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, 1996 and March 31, 1997 represent
utility books and records maintained in substantial compliance with
Commissiowu Directives. The expressed opinions extend only to the
scope of work described in Section II of this report.




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, irreqularity or
inconsistency; and except as otherwise noted performed no 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.
Recomputed amortization of nuclear fuel.

Examined the invoices supporting the most recently added batch of
nuclear fuel.

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

Reconciled accruals, reversal, cas" nayments and adjustments to gas
cost.

Analyzed utility adjustments for transportation and pipeline
charges.




ITI Audit Scope (continued)

COAL AND OIL

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

Reconciled total recoverable fuel expense to General Ledger.

Noted and explained any errors, irregularities and inconsistencies
in fuel inventory activity.

Determined that Company procedures to validate fuel measurement
have not changed from previous audit period.

Verified that the inclusion of a coal inventory adjustment in the
calculation of recoverable fuel expense was proper.

Traced Economy Energy purchases to FPC Energy Control Purchases and
Sales Report and agreed to invoices.

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

FUEL EXPENSE TRUE-UP:
Compiled fuel true-up accounts and recomputed true-up.

OTHER:
:

performed analytical review of cost of generated power (oil, coal,
gas and nuclear) and cost of purchases (oil and coal)for the
purpose of determining level of audit risk and as an aid to
determining the scope of the audit.

Determined that procedures to measure units of fossil fuel burned
and fuel inventory measurements are consistent with prior periods.

Ascertained that accounts and amounts not previously included in
the reconciliation of the FPC fuel filing to the General Ledger
were properly included in recoverable costs.

Obtained and verified firn ial data supporting the plant
investments required to convert the Intercession City peaking units
from oil=burning to gas-burning electrical producers.

-




AUDIT DISCLOSURE NO. 1
SUBJECT: Five Hundred Thousand Dcllar Fine.

STATEMENT OF FACT: The Utility was fined $500,000 by the Nuclear
Regulatory Commission (NRC) for having in place safety and
operating procedures which the NRC deemed inadequate.

AUDIT OPINION: Auditor ~researched the payment and account
clagsification of the fine. According to Utility records and
general ledger, the fine has been paid and was recorded in general
ledger account 426.30, Penalties. )

AUDIT CONCLUSION: The fine was paid and is properly classified in
the FPC general ledger.




AUDIT DISCLOSURE NO. 2
SUBJECT: Intercession City Peakers Gas Conversion Assets.

STATEMENT OF FACT: FPSC auditor verified the authenticity of plant
additions for the conversion of Intercession City peaking units 7,
8, 9, and 10 from use of light oil to natural gas as a fuel. FPSC
Order PSC-95-0353-FOF-EI authorizes utilities to amortize the
dollars of plant over five years at a rate of 8.37% and to recover
the costs through the fuel adjustment clause. FPSC Order PSC-95-
1089-FOF-EI provided that recovery could begin on July 1, 1995.

AUDIT OPINION AMD CONCLUSION: Utility records provided support for
the addition of plant dollars as follows for the Intercession City
units:

Unit Numbers Dellars
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 the addition of the plant items stems from the
associated fuel expense savings which are documented by the Utility
and verified by the FPSC auditor.




AUDIT DISCLOSURE NO. 3
SUBJECT: Fuel True-up: Incorrect Interest Rates.

STATEMENT OF FACT: The Utility used incorrect interest rates which,
when applied to the Fuel Adjustment Clause (FAC) true-up, produced
an incorrect total of recoverable fuel expense.

AUDIT OPINION AND CONCLUSION: A difference in interest rates used
in the FAC filing caused a difference in the interest dollars
associated with the true-up for February and March.

Comparative interest rates:

Start End Annual Monthly
Month Rate Rate Total Average Average
February
Utility 5.43% £.95% 11.38% 5.69% L475%
Auditor 5.45% 5.43% 10.88% 5.44% .453%
March
Utility 5.43% 5.75% 11.18% 5.590% .466%
Auditor 5.43% 5.74% 11.17% 5.585% L465%
Comparative interest dollars:
Month February March Total
Utility 429,024 425,276
Agdihgx 410,326 424,668
Difference 18,098 — 608 19,306

The amount of difference, $19,306, is not material when compared to
a cumulative recoverable Total of Fuel and Net Power Transaction
(FAC Al, p2, line 20) for the six months ended March 31, 1997 of
$330,150,286. Nevertheless, the Utility should carefully review
the preparation of the FAC and similar filings to assure that a
similar mis-application of interest or other rates does not result
in a much lar-ger difference in calculation of recoverable FAC

dollars.
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State oi Florida

Commissioners:
JULIA L. JOHNSON, DIVISION OF RECORDS &
SUSAN F. CLARK REPORTING
J. TERRY DEASON BLANCA $. BAYO
JOE GARCIA DIRECTOR
DIANE K. KIESLING (904) 4136770
June 19, 1997
Mr. Bill Walker
Florida Power & Light Company

215 South Monroe Street, Suite 810
Tallahassee, Florida 32301-1859

Re: Docket No. 970001-El — Florida Power & Light Company
Fuel Audit Report - Period Ended March 31, 1997

Audit Control # 97-055-4-1
Dear Mr. Walker:

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

Thank you for your cooperation.
Sincerely,
6- ¢
lesca E Bayé

BSB/DNV/cls
Enclosure
cc:  Public Counsel

Steel Law Firm

mummm-zmsmmmomuw-rmnsnmm
An Affirmative Action/Equal Opportunity Employer internet E-mail: CONTACT@PSC STATEFLUS






