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]._) urpose

To: Florida Public Service Commission

We have performed the procedures described later in this report to meet the objectives set
forth by the Division of Accounting & Finance in its audit service request dated January 11,
2024. We have applied these procedures to the attached summary exhibit and to several related
schedules prepared by Duke Energy Florida, LLC in support of its 2023 filing for the Fuel and
Purchased Power Cost Recovery Clause in Docket No. 20240001-EL

The report is intended only for internal Commission use.



Objectives and Procedures

General
Definition
Utility refers to the Duke Energy Florida, LLC.

Fuel Clause refers to the Fuel and Purchased Power Cost Recovery Clause.

Analytical Review

Objective: The objective was to perform an analytical review of the Utility’s Fuel Clause
Revenues and Expenses to determine if there were any material changes or inconsistencies from
the prior year.

Procedures: We compared 2023 to 2022 revenues and expenses. We requested explanations

from the Utility for significant variances. Explanations provided were sufficient. Further follow-
up was not required.

Revenue

Operating Revenues

Objectives: The objectives were to determine the actual Kilowatt Hours (KWH) sold for the
period January 1, 2023, through December 31, 2023, and whether the Utility applied the
Commission-approved cost recovery factor to actual KWH sales for the Fuel Clause.

Procedures: We reconciled the 2023 filing to the Utility’s monthly Fuel Revenue Reports. We
computed the factors by rate code and compared them to the last Commission Order No. PSC-
2023-0026-FOF-EI. We selected a sample of residential and commercial customers’ bills from a
large listing of all rate classes for the months of February and July and recalculated each to
verify the use of the correct tariff rate. Finding 1 discusses our recommendations.

Expense

Operation and Maintenance Expense

Objectives: The objectives were to verify that the total fuel and net power transactions in
Schedule A-1 were properly computed and recorded on the books of the Company for the
twelve-month period and to determine that any adjustments to fuel costs have been approved by
the Commission and are properly computed and that the expenses were appropriately recoverable
through the Fuel Clause.

Procedures: We reconciled the total fuel and net power transactions to the monthly Schedule
A-1 filing. We reconciled total costs of generation for coal, natural gas, #2 oil, and additives



from Schedule A-1 to the general ledger for the twelve months ending December 31, 2023. No
exceptions were noted.

Objectives: The objectives were to review the expenses the Utility included in the Fuel Clause
and determine whether those expenses were properly recoverable as required in Order No.
14546, issued July 8, 1985.

Procedures: We reviewed and sampled fuel expenses reported on supporting Schedules A-1 and
A-2 and other supporting documentation to determine that the fuel expense included in the Fuel
Clause filing complied with the requirements set forth in Order No. 14546. No exceptions were
noted.

Objective: The objective was to determine whether generation-related gains derived from non-
separated wholesale energy sales were credited to the fuel clause as set forth in Order No PSC-
2000-1744-PAA-E], issued September 26, 2000.

Procedures: We calculated generation-related gains from Schedule A-6 to ensure the Utility
complied with Commission Order PSC-2000-1744-PAA-EI. We traced Schedule A-6 fuel
purchase for the months of February and August 2023 to invoices and contracts. No exceptions
were noted.

Objective: The objective was to determine whether energy payments to qualifying facilities in
Schedule A-7 were based on the appropriate standard offer or negotiated contract rate.

Procedures: We summarized fuel purchased power by month for MWHs, Cents/KWH, and total
dollars for fuel adjustment. We traced Schedule A-7 fuel purchases for the months of February
and August 2023 to invoices and contracts. No exceptions were noted.

Objective: The objective was to determine whether energy payments to qualifying facilities in
Schedule A-8 were based on the appropriate standard offer or negotiated contract rate.

Procedures: We prepared a schedule accumulating total monthly KMH and total monthly fuel
purchases for 2023 as reflected on Fuel Clause Schedule A-8 — Energy Payments to Qualifying
Facilities. We traced all transactions on Schedule A-8 for the months of February and August to
invoices and supporting documentation. No exceptions were noted.

Objective: The objective was to determine whether energy payments to qualifying facilities in
Schedule A-9 were based on contract or standard offer.

Procedures: Using Schedule A-9, we prepared a monthly schedule for 2023 with MWH
purchases, cents/KWH, total dollars for fuel adjustment, and fuel savings for economy
purchases. For the months of February and August 2023, we traced invoiced amounts and MWH
purchased. No exceptions were noted.



Objectives: The objectives were to determine whether 2023 gas storage expense recovered
through the Fuel Clause was calculated correctly and payments were made in accordance with
the applicable contracts.

Procedures: We prepared a schedule for natural gas transportation and storage expense for
2023. We traced a sample of the transportation and storage expenses in the Fuel Clause filing to
supporting invoices and vendor contracts for the months of February and March 2023. No
exceptions were noted.

Inventory

Objective: The objective was to determine whether adjustments made to coal inventory due to
the semi-annual coal inventory survey have been recorded as set forth in Order No. PSC-1997-
0359-FOF-E], issued March 31, 1997, in Docket No. 1997001-EL

Procedures: We reviewed all documentation that supports the Utility’s aerial survey
calculations and recorded adjustments to coal inventory balances to determine compliance with
the requirements of Order No. PSC-1997-03 59.FOF-EI. No exceptions were noted.

Other

Objective: The objective was to review and verify payments made under the waterborne and
rail transportation contracts.

Procedures: We reviewed the waterborne and rail coal transportation contracts. We traced the
contract rates to our sample of the Utility’s coal fuel expense and reconciled the contract rates to
the invoices selected in our sample. No exceptions were noted.

Objective: The objective was to determine whether vendor rebates and refunds were credited by
the Utility to its recoverable fuel costs.

Procedures: We obtained a summary of all 2023 refunds and demurrages. We traced all refunds
and demurrages to the Fuel Ledger for corrcet disposition. No exceptions were noted.

Objectives: The objectives were to reconcile service hours, reserve shutdown hours, and
unavailable hours for the Generating Performance Incentive Factor (GPIF) units as shown on the
annual GPIF Filing with source documents and trace the differences to source documentation.

Procedures: We obtained the actual Unit Performance Data Forms for January — December
2023 from the GPIF Filing. We reconciled service hours, reserve shutdown hours and
unavailable hours to the GPIF Filing using the Generating Data System for Citrus 1 and 2,
Crystal River 4, and Hines 1, 2, 3, and 4. We traced Net Generation (MWH) for the Crystal
River Unit 4 from Schedule A-4 to the GPIF filing for the months of February, May, and
October 2023. No exceptions were noted.



Objective: The objective was to reconcile the monthly coal and oil purchases reflected on
Florida Public Service Commission (FPSC) Form 423 with Schedule A-5, the general ledger, the
vendor contractual obligations, and source documents.

Procedures: We reconciled FPSC Form 423 for 2023 to the supporting Schedule A-5 of the
Utility’s Fuel Clause filing. We reconciled the volumes, invoice price, and transportation charges
reflected on Form 423 to the supporting documentation obtained in conjunction with our samples
of coal and oil fuel expense. No exceptions were noted.

Objective: The objective was to verify that Firm Transportation Service (FTS) charges for
natural gas transportation agree with the appropriate FTS rate schedules from pipeline company
tariffs.

Procedures: We traced FTS rate schedules for natural gas transportation for the months
February and November to invoices and determined that the correct rates were used. No
exceptions were noted.

Objective: The objective was to verify that the revenue expansion factor applied to any capital
investment being recovered through the fuel clause did not contain a component for bad debt
expense.

Procedures: We requested and received information that the Utility is not recovering any
investments in the fuel clause for which bad debt is applied. There is no bad debt expense
incorporated in the Utility’s weighted average cost of capital. Further follow-up was not needed.

True-up

Objective: The objective was to determine if the True-Up and Interest Provision as filed on
Schedule A-2 was properly calculated.

Procedures: We traced the December 31, 2022, True-Up Provision to the Commission Order.
We recalculated the Truc-Up and Interest Provision amounts as of December 31, 2023, using the
Commission-approved beginning balance as of December 31, 2022, the Financial Commercial
Paper rates, and the 2023 Fuel Clause revenues and costs. No exceptions were noted.



Audit Findings

Finding 1: Operating Revenue

Audit Analysis: Audit staff recalculated 56 customer bills and found two with incorrect fuel
factor rates. The Utility stated that this error was caught in January 2024 and four customers
were affected. The three customers who were overcharged will be issued credits. For the one
customer who was undercharged, no action was taken as this account had been closed. The total
over-collection was $363 + $33.88 (tax) = $396.88 total. Refunds are in progress and will be
made in current or subsequent bills, depending on the customer’s bill cycle.

This finding is for informational purposes only.



Exhibit

Exhibit 1: True-up and Interest Provision
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