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DATE: May 16, 2006
TO: Peter H. Lester, Economic Analyst, Division of Economic Regulation

FROM: Denise N. Vandiver, Chief of Auditing, Division of Regulatory Compliance &
Consumer Assistance

RE: Docket No: 060001-EI; Company Name: Florida Power & Light company
Audit Request: Fuel Clause Audit
Audit Control No: 06-046-4-1

Attached is the final audit report for the utility stated above. I am sending the utility a
copy of this memo and the audit report. If the utility desires to file a response to the audit report,
it should send the response to the Division of Commission Clerk and Administrative Services.
There are confidential work papers associated with this audit.
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DIVISION OF REGULATORY COMPLIANCE AND CONSUMER ASSISTANCE
AUDITOR’S REPORT

May 4, 2006

TO: FLORIDA PUBLIC SERVICE COMMISSION AND OTHER INTERESTED
PARTIES

We have performed the procedures enumerated later in this report to meet the agreed
upon objectives set forth by the Division of Economic Regulation in its audit service
request. We have applied these procedures to the attached schedules prepared by
Florida Power and Light in support of its filing for fuel docket 060001-El.

This audit is performed following general standards and field work standards found in
the AICPA Statements on Standards for Attestation Engagements. This report is based
on agreed upon procedures which are only for internal Commission use.



OBJECTIVES AND PROCEDURES:

Objective: The objective of the audit was to reconcile the schedules to each other, to
the general ledger and to source documents. In addition, the objective was to
determine if the costs in the clause comply with the criteria in Commission Order 14546,

issued July 8, 1985.

Procedures: We prepared a trial balance using the general ledger and reconciled all
fuel accounts to the filing.

For revenue, we obtained the monthly Revenue and Rate Reports which are an output
of the billing system and prepared schedules of revenue. We reconciled these
schedules to the filing and traced the factors charged to the last order. We recalculated
some bills to verify ordered rates were used.

We obtained a file of detailed transactions for the general ledger accounts and
summarized them and reconciled them to the ledger and the filing. Using this file, we
selected a sample of transactions that went to inventory and were transferred to the fuel
accounts and transactions that were directly charged to the fuel expenses. We traced
the sample to source documents. We recalculated the Okeelanta settlement. We
traced the Decommissioning and Decontamination payment to the invoices. Nuclear
fuel expenses were not audited in detail due to time constraints but the amount for the
Overcharge settliement from the Department of Energy was agreed to company’s
documentation. We tested a sample of invoices for purchased power on the A7 filing
and for economy energy purchases on the A9 filing. We obtained the schedule of
capital investment and verified the depreciation and return on investment to prior audit
work performed. We reviewed internal audits that relate to internal control over
divisions that handle fuel and energy purchases.

Objective: The objective was to verify that the true-up was calculated correctly.

Procedures: We agreed the beginning true-up provision to the last order and
workpapers. We prepared a recalculation using the filing and Commission approved

interest rates.

Objective: The objective was to verify that vendor rebates and refunds are credited to
fuel costs.

Procedures: We selected two fuel vendors from our sample of expenses and reviewed
the payment history to verify that all receivables were billed. We also obtained a
confirmation from FPL that no refunds were received. In addition, we reviewed the
sample of all fuel expenses for any credits received.

Objective: The objective was to verify that coal inventory has been completed and
adjustments to inventory made based on Commission Order PSC-97-0359-FOF-EI.



Procedures: We obtained the inventory analysis, inventory adjustments and survey
reports. We reconciled the adjustments to the filings and to the general ledger. We
traced these reports to supporting documentation. We reviewed the methodology used
to calculate the adjustments and compared them to Commission Order PSC-97-0359-

FOF-EL.

Objective: The objective was to reconcile purchases on the company filing A-5 to Form
423.

Procedures: We selected two months and determined which transactions were on one
form and not the other. We verified that the reason the transactions were not recorded
on the same forms were because of timing differences due to when the forms were

prepared.

Objective: The objective is to verify that FPL has credited generation-related gains
derived from non-separated wholesale energy sales to the fuel clause as set forth in
Commission Order PSC-00-1744-PAA-EI.

Procedures: We reconciled the A-6 schedule to the monthly schedules and selected a
sample of sales to test. The sales were traced to the Power Deal Lambda reports, deal
tickets, logs and confirmations. The gains were recalculated. The scope was limited
because the Power Deal Lambda reports generate a number for the cost of fuel on a
real time basis. The company is not able to go back retroactively to determine what
costs go into a transaction. We continue to recommend that a separate audit be
established to audit the cost component of the Lambda report. The audit would have to
review a current transaction and review the inputs into the system and the programming
used to take the inputs and generate the cost number. Because of this limitation, we
were unable to determine if FPL is complying with the order by reducing the gain for
incremental operation and maintenance and emission costs. In addition, the A-6
schedule was designed before transmission was separated. The A-6 schedules would
benefit from being updated to reflect current operations.

Objective: The objective was to verify that energy payments to qualifying facilities are
based on the negotiated contract rate.

Procedures: We selected two months of payments to the qualifying facilities. The
charges for a current month are based on estimates and true-ups for the prior month.
The estimates were traced to the source documents and the true-up’s traced to the prior

month estimate and the actual bill for the period.

Objective: The objective was to reconcile service hours, reserve shutdown hours, and
unavailable hours for GPIF units as shown on annual GPIF filings to source documents.
In addition, the objective was to reconcile the heat rate for GPIF shown on FPL's A4

filing to source documents.



Procedures: We reconciled the A-4 to the GPIF filing. We obtained explanations for
the differences and traced to source documents.

Objective: The objective was to verify that the accounting treatment for futures,
options, and swap contracts are consistent with Commission Order PSC-02-1484-FOF-
El. In addition, the objective was to verify if the gains or losses associated with each
hedging instrument were recorded consistent with the same order.

Procedures: We selected one month’s gains or losses to audit. We traced them to the
FPL Derivatives Settlements-All Instruments Report. We traced some of the
instruments to invoices and contracts. We traced the deal price from the swap deal
entry to the confirmation letter. We traced volume to be traded to the FPL Option
Accrual Power and Gas Closing Report. We traced the gains to the deal ticket and
contract option agreement. We verified the treatment to Commission Order PSC-02-

1484-FOF-EI.

Objective: The objective was to determine that the regulatory treatment for any
expenses associated with the sleeving generator tubes at St. Lucie Unit 2 is consistent

with Commission Order PSC-05-1252-FOF-EI.

Procedures: We reviewed the deferred account where the charges were initially
reccraed and traced the entries transferring them to expense accounts. We reviewed
our sarple of expenses to verify that none of these charges were included in the fuel

accourits.



EXHIBITS



FLORIDA POWER & LIGHT COMPANY
FUEL COST RECOVERY CLAUSE
SUMMARY OF NET TRUE-UP FOR THE
PERIOD JANUARY THROUGH DECEMBER 2005

End of Period True-up for the period January

through December 2005 (from page 4, lines D7 & D8) $ (1,042,870,588)

Less - Estimated/Actual True-up for the same period * $ (735,432,988)

Net Final True-up for the period January through December 2005 $ (307,437,600)

( ) Reflects Underrecovery

Approved in FPSC Order No. PSC-05-1252-FOF-El dated December 23, 2005

\

Net True-up for the period January through December 2005

to be collected in January through December 2007 period $ (307,437,600),

True-up amounts to be collected during January through December 2006 (743,140,130)

G/L Ba}ance @ December 31, 2005 $( 1.050,577,730)§
Final true-up for the period January through December 2004 * $ (7,707,142)H
Est/Act true-up for the period January through December 2005 * (735,432,988

Total * $ (743,140,130

Approved in FPSC Order No. PSC-05-1252-FOF-EI dated December 23, 2005
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DATE: May 16, 2006

TO: Peter H. Lester, Economic Analyst, Division of Economic Regulation

FROM: Denise N. Vandiver, Chief of Auditing, Division of Regulatory Compliance &
Consumer Assistance

RE: Docket No: 060001-El; Company Name: Florida Power & Light company

Audit Request: Fuel Clause Audit
Audit Control No: 06-046-4-1

Attached is the final audit report for the utility stated above. I am sending the utility a
copy of this memo and the audit report. If the utility desires to file a response to the audit report,
it should send the response to the Division of Commission Clerk and Administrative Services.

There are confidential work papers associated with this audit.
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DIVISION OF REGULATORY COMPLIANCE AND CONSUMER ASSISTANCE
AUDITOR’S REPORT

May 4, 2006

TO: FLORIDA PUBLIC SERVICE COMMISSION AND OTHER INTERESTED
PARTIES

We have performed the procedures enumerated later in this report to meet the agreed
upon objectives set forth by the Division of Economic Regulation in its audit service
request. We have applied these procedures to the attached schedules prepared by
Florida Power and Light in support of its filing for fuel docket 060001-EI.

This audit is performed following general standards and field work standards found in
the AICPA Statements on Standards for Attestation Engagements. This report is based
on agreed upon procedures which are only for internal Commission use.



OBJECTIVES AND PROCEDURES:

Objective: The objective of the audit was to reconcile the schedules to each other, to
the general ledger and to source documents. In addition, the objective was to
determine if the costs in the clause comply with the criteria in Commission Order 14546,

issued July 8, 1985.

Procedures: We prepared a trial balance using the general ledger and reconciled all
fuel accounts to the filing.

For revenue, we obtained the monthly Revenue and Rate Reports which are an output
of the billing system and prepared schedules of revenue. We reconciled these
schedules to the filing and traced the factors charged to the last order. We recalculated

some bills to verify ordered rates were used.

We obtained a file of detailed transactions for the general ledger accounts and
summarized them and reconciled them to the ledger and the filing. Using this file, we
selected a sample of transactions that went to inventory and were transferred to the fuel
accounts and transactions that were directly charged to the fuel expenses. We traced
the sample to source documents. We recalculated the Okeelanta settliement. We
traced the Decommissioning and Decontamination payment to the invoices. Nuclear
fuel expenses were not audited in detail due to time constraints but the amount for the
Overcharge settlement from the Department of Energy was agreed to company’s
documentation. We tested a sample of invoices for purchased power on the A7 filing
and for economy energy purchases on the A9 filing. We obtained the schedule of
capital investment and verified the depreciation and return on investment to prior audit
work performed. We reviewed internal audits that relate to internal control over

divisions that handle fuel and energy purchases.

Objective: The objective was to verify that the true-up was calculated correctly.

Procedures: We agreed the beginning true-up provision to the last order and
workpapers. We prepared a recalculation using the filing and Commission approved

interest rates.

Objective: The objective was to verify that vendor rebates and refunds are credited to
fuel costs.

Procedures: We selected two fuel vendors from our sample of expenses and reviewed
the payment history to verify that all receivables were billed. We also obtained a
confirmation from FPL that no refunds were received. In addition, we reviewed the
sample of all fuel expenses for any credits received.

Objective: The objective was to verify that coal inventory has been compieted and
adjustments to inventory made based on Commission Order PSC-97-0359-FOF-EI.



Procedures: We obtained the inventory analysis, inventory adjustments and survey
reports. We reconciled the adjustments to the filings and to the general ledger. We
traced these reports to supporting documentation. We reviewed the methodology used
to calculate the adjustments and compared them to Commission Order PSC-97-0359-

FOF-ELI

Objective: The objective was to reconcile purchases on the company filing A-5 to Form
423.

Procedures: We selected two months and determined which transactions were on one
form and not the other. We verified that the reason the transactions were not recorded
on the same forms were because of timing differences due to when the forms were

prepared.

Objective: The objective is to verify that FPL has credited generation-related gains
derived from non-separated wholesale energy sales to the fuel clause as set forth in
Commission Order PSC-00-1744-PAA-EI.

Procedures: We reconciled the A-6 schedule to the monthly schedules and selected a
sample of sales to test. The sales were traced to the Power Deal Lambda reports, deal
tickets, logs and confirmations. The gains were recalculated. The scope was limited
because the Power Deal Lambda reports generate a number for the cost of fuel on a
real time basis. The company is not able to go back retroactively to determine what
costs go into a transaction. We continue to recommend that a separate audit be
established to audit the cost component of the Lambda report. The audit would have to
review a current transaction and review the inputs into the system and the programming
used to take the inputs and generate the cost number. Because of this limitation, we
were unable to determine if FPL is complying with the order by reducing the gain for
incremental operation and maintenance and emission costs. In addition, the A-6
schedule was designed before transmission was separated. The A-6 schedules would
benefit from being updated to reflect current operations.

Objective: The objective was to verify that energy payments to qualifying facilities are
based on the negotiated contract rate.

Procedures: We selected two months of payments to the qualifying facilities. The
charges for a current month are based on estimates and true-ups for the prior month.
The estimates were traced to the source documents and the true-up’s traced to the prior

month estimate and the actual bill for the period.

Objective: The objective was to reconcile service hours, reserve shutdown hours, and
unavailable hours for GPIF units as shown on annual GPIF filings to source documents.
In addition, the objective was to reconcile the heat rate for GPIF shown on FPL’'s A4

filing to source documents.



Procedures: We reconciled the A-4 to the GPIF filing. We obtained explanations for
the differences and traced to source documents.

Objective: The objective was to verify that the accounting treatment for futures,
options, and swap contracts are consistent with Commission Order PSC-02-1484-FOF-
El. In addition, the objective was to verify if the gains or losses associated with each
hedging instrument were recorded consistent with the same order.

Procedures: We selected one month’s gains or losses to audit. We traced them to the
FPL Derivatives Settlements-All Instruments Report. We traced some of the
instruments to invoices and contracts. We traced the deal price from the swap deal
entry to the confirmation letter. We traced volume to be traded to the FPL Option
Accrual Power and Gas Closing Report. We traced the gains to the deal ticket and
contract option agreement. We verified the treatment to Commission Order PSC-02-

1484-FOF-EI.

Objective: The objective was to determine that the regulatory treatment for any
expenses associated with the sleeving generator tubes at St. Lucie Unit 2 is consistent

with Commission Order PSC-05-1252-FOF-EI.

Procedures: We reviewed the deferred account where the charges were initially
recer@ed and traced the entries transferring them to expense accounts. We reviewed
our sarnple of expenses to verify that none of these charges were included in the fuel

accourits.



EXHIBITS



FLORIDA POWER & LIGHT COMPANY
FUEL COST RECOVERY CLAUSE
SUMMARY OF NET TRUE-UP FOR THE
PERIOD JANUARY THROUGH DECEMBER 2005

End of Period True-up for the period January
through December 2005 (from page 4, lines D7 & D8) $ (1,042,870,588)

Less - Estimated/Actual True-up for the same period * $  (735,432,988)

Net Final True-up for the period January through December 2005 $ (307,437,600)

( ) Reflects Underrecovery

Approved in FPSC Order No. PSC-05-1252-FOF-EI dated December 23, 2005

\

Net True-up for the period January through December 2005
to be collected in January through December 2007 period

True-up amounts to be collected during January through December 2006

G/L Balance @ December 31, 2005

Final true-up for the period January through December 2004 * $ (7,707,142)“ |

* (735,432,988

* 3 (743,140,130k

Est/Act true-up for the period January through December 2005

Total

Approved in FPSC Order No. PSC-05-1252-FOF-EI dated December 23, 2005




CALCULATION OF ACTUAL TRUB-UP AMOTUNT

FLORIDA POWER & LIGHT COMPANY
FOR THB PRRIOD JANUARY THROUOH DECEMBER 2008
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