MEMORANDUM
June 16, 1998

TO: DIVISION OF RECORDS AND REPORTING
FROM: DIVISION OF AUDITING AND FINANCIAL ANALYSIS (?HHDIVER}(})

RE: DOCKET NO. 980001-EI -- FLORIDA POWER & LIGHT COMPANY
AUDIT REPORT - CAPACITY COST - HISTORICAL YEAR ENDED MARCH 31, 1998
AUDIT CONTROL NO. 98-094-4-1

-----------------------------------------------------------------------------

The above-referenced audit report is forwarded. Audit exceptions document
deviations from the Uniform System of Accounts, Commission rule or order,
Staff Accounting Bulletin and generally accepted accounting principles. Audit
disclosures show information that may influence the decision process,

The audit was prepared using a micro computer and has been recorded on one
diskette. The diskette may be reviewed using IBM compatible equipment and
LOTUS 1-2-3 software, There are confidential working papers associated with
this audit.

Please forward a complete copy of this audit report to:

Florida Power & Light Company

Bill Walker

215 South Monroe Street, Suits B10
Tallahassee, Florida 32301-1859

DNV/sp

Attachment

cC: Chalrman Johnson
Commissioner Clark
Commissioner Deason
Commissioner Garcia
Commissioner Jacocbs

—_— Mary Andrews Bane, Deputy Executive Director/Technical

Legal Services
Division of Auditing and Financial Analysis (Devlin/Causseaux/

{ —— File Folder)

Division of Electric and Gas (Ging)
Miam{ District Office (Welch)

— Research and Regulatory Review (Harvey)

Office of Public Counsel
DOCUMEMT \1%e7 ¢ 1 DATE
6460 JUiiea
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FLORIDA PUBLIC SERVICE COMMISSION

DIVISION OF AUDITING AND FINANCIAL ANALYSIS
BUREAU OF AUDINTNG

Miami District Office

FLORIDA POWER AND LIGHT COMPANY
CAPACITY COST RECOVERY CLAUSE
HISTORICAL YEAR END MARCH 31, 1998
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Gabriela Leon, Audit Staff

Kathy L. Welch, Audit Supervisor



IL.

1L

Iv.

TABLE OF CONTENTS

AUDIT'S PURPOSE PAGE
PUBRSRSE i ev v i i e ewrain i s Vi s 1
SCOPE LIMETATION « o viiwni s v v me v v o a s i i S o £ s s e b i I
DISCLAIM PUBLIC ISR . o viiv.n vinins mimio oo o0 o0 s oo sio a5 sises enbiie o0 s 6 1
0 ) o7 1) 1
SUMMARY OF SIGNIFICANTFINDINGS .........ocovvevunnnn ips e By
SUMMARY OF SIGNIFICANTPROCEDURES .......... .. oiiiiiiiiiian, 2
LXCEPTIONS

DEBT SERVICEAUCRUALS . . icossvsosincesanienasbonosnssinssssssasnss 4
TRANSMISSION CAPABILITY SERVICEACCRUALS ...............oiunns 6
ERROR IN ADCORINT S35M30 . i.viiiiminnans s imson s e i s suaene 7
STAFF REVISED TRUE-UP AND INTEREST CALCULATION SCHEDULE . ... .. 8
EXHIBITS

CALCULATION OF FINAL TRUE-UP AMOUNT (4/97TO997) ......ovvvvvnn. 11
CALCULATION OF INTEREST PROVISION (497 TO997) .........cvvvinnnn 12
CALCULATION OF FINAL TRUE-UP AMOUNT (1097 TO3/98) .............. 13

CALCULATION OF INTEREST PROVISION (10197 TO3/98) ........covvvunnn 14




DIVISION OF AUDITING AND FINANCIAL ANALYSIS
AUDITOR’S REPORT

JUNE 2, 1998

TO: FLORIDA PUBLIC SERVICE COMMISSION AND OTHER INTERESTED PARTIES

We have applied the procedures described later in this report to audit the accompanying
schedules of the Capacity Cost Recovery Clause for the historical 12-month period ended March 31,
1998, for Florida Power and Light Company. These schedules were prepared by the utility as part
of its petition for rate relief in Docket No, 980001-EI . Confidential information associated with this
audit has been filed with the Division of Records and Reporting. There are no audit staff minority
opinions.

This is an internal accounting report prepared after performing a limited scope audit.
Accordingly, this report should 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.

In our opinion, the schedules referred to above present fairly, in all material respects, the
utility’s books and records, maintained in corformity with the accounting practices prescribed by
the Florida Public Service Commission. The attached findings discuss all differences and other
matters which were noted during our examination.




SUMMARY OF SIGNIFICANT FINDINGS

The company made several errors in calculating the St. John River Power Plant (SJRPP) capacity
charges accruals. The effect of these accruals on the true-up and interest calculation are
(52,062,542).

SUMMARY OF SIGNIFICANT PROCEDURES

Our audit was performed by examining on a test basis, certain transactions and account

balances which we believe are sufficient to base our opinion. Our examination did not entail a
complete review of all financial transactions of the company. Our more important audit procedures
are summarized below. The following definitions apply when used in this report:

Compiled - The exhibit amounts were reconciled with the general ledger, and accounts were scanned
for error or inconsistency.

Cost Recovery Revenues
Compiled revenues from the Revenue and Rate Report and reconciled to company’s filing,

Charges
Compiled all types of capacity charges from the general ledger and reconciled them to the filing.

Unit Power Capacity

Reconciled the Unit Power S des - Capacity Charges from Southern Company Services invoices
to the FPL filing. Judgementally selected and recalculated the invoices for May 1997. Agreed
the monthly capacity rate un the invoice to documentation provided by Southern Company to
Florida Power and Light.

The Transmission True-Up of Unit Power Sales was recalculated and agreed to supporting
documentation provided by Southern Company to Florida Power and Light.

The Qualifying Facility amounts on the company's filing were reconciled to the Actual
Interchange & Purchased Power Billing Summary. The invoices of Qualifying Facility billed
amounts for the twelve months ended March 1998 were agreed to the billing summary. A detail
testing was performed in the Fuel Audit Docket No. 980001-EL

St. John River Power Plant

Reconciled charges per the filing for the monthly Purchase Power Accrual, Carrying Cost of
Inventories, Bond Resolutions Expenses, and Fixed Cost of Operations. Traced monthly accruals
to source documentation from Jacksonville Electric Authority and to payments made.

Cypress Settlement
Reconciled the payments to the filing.




Transmission Service
Recalculated the transmission service charges on the invoices and agreed them to the filing.

Capacity in Base Rates

Traced the capacity related amounts included in base rates to the prior audit and commission
order.

Jurisdictional Separation Factor
Traced the demand factor to company's testimony.

Total Net True-Up Calculation

Recalculated true-up and interest provision; traced the beginning true-up to the prior filing and
the prior period true-up to commission order. Traced interest rates to the Wall Street Journal 30-
day commercial rate.
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5 I STATE OF FLORIDA

Dirveaos 0F RBOORDSE & REROR TG
BLANCA S. BAYO

DIRECTOR

(850)413-6770

Commissioners

JULLA L. Jormwson, CHAIRMAN
). TERRY DEASON

SUsan F. CrLark

Jor GARCIA

E. LEON JACORS, JR.

Public Serbice Commission

June 18, 1998

Mr. Bill Walker

Florida Power & Light Company
215 South Monroe Street, Suite 810
Tallahassee, Flonda 32301-1859

Re: Docker No. 980001 - El - Flonda Power & Light Company
Audit Report - Capacity Cost - Historical Year Ended March 31, 1998
Audit Control] # 98-094-4-] .

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 case will be forwarded for consideration by the
staff analyst in the preparation of a recommendation for this case.

The Division of Records and Reporting is holding the workpapers for which you requested
confidential treatment. You have 21 days from the audit exit conference, or July 2, 1998 to file a
formal request for Confidential Classification with the Division of Records and Reporting.

Thank you for your cooperation.

Sincerely,
Kay Flynn
KF/ABF
Enclosure
cc: Public Counsel
Division of Audit and Financial Analysis
Man Childs

CAPITAL CIRCLE OFFICE CENTER = 2540 SHUMARD OAK BOULEVARD * TALLAHASSEE, FL 31399-0850

As AMrmative Action'Equsl Opportunity Employer
Public Servics { ommission Website: www Lacriset Internet E-mail: contactdpicstate fluy
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