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AUDIT DISCLOSURE 2
BUBJECT: Straggler Car Log Not Maintained on a Continious Basis.

STATEMENT OF FACTS:

St. John's River Park Plant (SJRPP) is a joint venture between FPL and Jacksonville
Electric Authority (JEA) for construction and operation of two coal fired generation
plants at St. John's River Park. SJRPP is responsible for the procurement ol coal,
transportation and related services. FPL Fuel Resources reviews coples of the coal
invoices and realted documents, and approves billing for FPL's 20% ownership of
coal inventory,

An internal audit issued February 26, 1992 of the Fuel Resources lor the period
April 1, 1990 through September 30, 1991 revealed the following:

Rall cars that do not arrive with their unit train sets are called stragglers. At the
Saint Johns River Power Plant (SJRPP) accounting office, straggler car recelving
reports were not always being completed with tonnages. Also straggler car log at
the piant Is not being maintained on a continlous basis. Internal Auditors
recommanded that visual inspection of railcars load should be performed and
reported on the receiving reports and that straggler cars that do not arrive within
seven days should be investigated immediately.

OPINION:
Weakness In internal control over coal purchases can cause inaccurate reporting of
coal costs in the fuel adjustment schedules.

COMPANY COMMENTS:

The compietion of the Receiving Report, and its approval by Plant Management,
signifies that coal has been received. The Report is initialed by plant coal handling
personnel who observe the coal cars during unloading, and is approved by both the
Operations Superintendent and the Plant Manager. Therefore a modification to the
Receiving Report to note visual inspection of coal cars has taken place is considered
to be redundant and unnecessary.

Regarding the Internal Auditor's concern that “straggler cars that do not arrive
within seven days should be investigated immadiately,” currently, as soon as it is
determined that straggler cars exist, an investigation is initiated. This investigation
utilizes "Touch Trace” which is a telephone tracking system provided by the
railroad (CSX Transportation) which lets the caller know where the rall car is located.

—lj=
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AUDIT DISCLOSURE 3

SUBJEGT: Verification of Invoice Quality
Diesel Oil Purchase

STATEMENTS OF FACTS:

An internal audit issued October 16, 1891 ol the Fuel Resources
Department-Oil, for the pariod April 1, 1990 through September 30, 1991
revealed the following:

I. Verification of Invoice Quality.

Fuel Oll Specification Notices - Form 5352 prepared by Power Resources Test
Laboratories Personnel were examined on a test basis to determine if the
temperature and components content of fuel complied with the spacification of
the fuel oll contracts.

One of the forms selected had a Heat of Combustion Value lower than the
required specification. The vendor contract stipulates that reimbursement for
BTU's which did not comply with spacifications of the contract would be based on
a volume weighted quarterly average of fuel sold by the vendor. The Internal
Auditors noted that the Quarterly Average Heat ol Combustion Value Reports by
contractor are not being prepared to document if FPL Is due credits from
vendors. The Internal Auditors recommended that Fuel Management prepares
Quarterly Average Heat of Combustion Value Reports to determine if any monies
are due to FPL. The Internal Auditors calculated the Average Heat combustion
Value and found heat values exceeded the contracts specifications.

Il. Diesel Qil Purchases

Eighty-three (83) or 73% of all Coastal Fuel Marketing invoices for purchasing of
Diesel fuel indicated that FPL representatives were not using cash discounts
offered by the vendor. Discounts totaled $7,765.

OPINION:
1 Lack of testing of the Heat Combustion Value could result in
overstatement of Fuel Expenses which could overstate the fuel

adjustment.

2 Discounts lost on other contracts and over a continued period of
time could become material and overstate fuel expenses and the

fuel adjustment.

RECOMMENDATION:
The internal auditors recommendation should be followed and further testing
should be done to determine If the controls over taking discounts is a more

extensive problem.
COMPANY COMMENTS: Forthcoming.
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SUBJECT: Review of Quality Adjustments

STATEMENT OF FACTS:

St. John's River Park Plant (SJRPP) is a joint venture between FPL and Jacksonville
Electric Authority (JEA) for construction and operation of two coal fired generation plants
at St. John's River Park. SJRPP Is responsibie for the procurement of coal,
transportation and related services. FPL Fuel Resources reviews copies of the coal
Invoices and reaited documents, and approves billing for FPL's 20% ownership of coal
inventory.

An internal audit issued February 26, 1992 uummm-cw
for the period April 1, 1990 through September 30, 1691 revealed the following:

“Coal contracts stipulate that quality adjustments will be made quarterly based on the
weighted average of quality components(BTU's, Sulfer and Ash). No controls are in
place to ensure that the sample received by SJRPP, sampie from tha mine and referes
sample are from the same shipment. As a result, SJRPP has been sampling coal whan
recelved(site sample) at SJRPP and performing quality analysis. These results are
compared to the sample mailed to SJRPP by the mine. Duhgtmmdtpomdomy
51% of the shipments delivered to SJRPP were site sampled. :

OPINION:
MMNWUMNMMMHMMWMW

RECOMMENDATION:
mmuwnmmmmmw&m
sampie from the mine and referee sampie are from the same shipment.

COMPANY COMMENTS:

There are procedures already in place concemning the comparision of the various
different samples. Section 7.4 of SIRPP-FP 104 *Procedures for Verifing Quality and
Quantity of Coal” specifies the statistical limits for comparision of the proximate .

" analysis of the mine and plant samples, based on American So3lety for Testing and

Material (ASTM) standards (see aitached). As long as the proximate analysis of the
mine sample and the plant sample is within the statistical limits defined in the
muwmmwm. If the statistical limits are
violated, then the referee sample is sent to an independent iab for proximate analysis.
Therefore, no additional actions are deemed necessary.

-Regarding the concem that “only 51% of shipments delivered to SJRPP were site
sampled”, management noted in the Audit Report that site sampling Is conducted and
used as an additional indicator of suppiler performance. Site samplas are taken
whenever operation of plant permits. The site sampler was not designed to sample all
coal received at the site. Please note that, during the period covered by the Audit
Report, a substantial number of the trains - 51% - were indeed sampled at the site. In
addition, SJRPP's analysis of these site samples has not indicated any problems with
supplier performance.
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