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DIVISION OF AUDITING AND FINANCIAL ANALYSIS
AUDITOR'S REPORT

JUNE §, 1998

TO: FLORIDA PUBLIC SERVICE COMMISSION AND OTHER INTERESTED PARTIES

We have applied the procedures described later in this report to audit the accompanying
Capacity Cost Recovery True-up schedules for the two historical six month periods ended
September 30, 1997 and March 31, 1998 for Florida Power Corporation. These schedules were
prepared by the Utility as part of its petition for cost recovery in Docket 980001-El. There is no
confidential information associated with this audit, and there are no audit staff minonity opinions.

This is an intemal accounting report prepared after performing a limited scope audit
Accordingly, this report should not be relied upon for any purpose except 1o 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 conformity with the accounting practices prescribed by
the Florida Public Service Commission. The attached findings discuss all differcnces and other
matters which were noted during our examination.




SUMMARY OF SIGNIFICANT FINDINGS

During field work, auditor verified that the contract settlement payments associated with
Lake CoGen and Orlando CoGen were being excluded from recovery through the CCRC
mechanism.

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 procec ures
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 [or error or inconsistency.

REVENUE: Compiled Capacity Cost Recovery (CCR) revenue and agreed to the filing.
Recomputed CCR revenues using approved FPSC rate factors and company-provided KWH sales.
Judgementally selected and tested certain customer bills to ensure the proper CCR revenue rate was

being charged.

EXPENSES: Compiled capacity costs. Agreed capacity costs to Flonda Power Corporation journal
entries. Identified costs by vendor. Performed audit testwork of capacity cost payments 1o verify
that settlement payments to Lake CoGen and Orlando CoGen were excluded from recovery through
the CCRC recovery mechanism.

TRUE-UP: Recomputed CCR true-up and interest using FPSC approved amounts and interest
rales.

OTHER: Performed analytical review on capacity costs and recovery revenues as an aid in
determining scope and level of risk of the audit.

2.



DISCLOSURE NO. 1
SUBJECT: Contract Settlement Payments.

STATEMENT OF FACT: In FPSC Order PSC-97-0359-FOF-EI, FPC was not allowed to recover
capacity costs associated with its settlement agreement with Lake CoGen, Ltd. The Utility stated
that it had not done so. Further, FPSC Order PSC-97-0086-FOF-EQ did not allow FPC to recover
capacity costs associated with its settlement agreement with Orlando CoGen.  Audit test work
verified that the Utility statement was correct and that 1t is not attempting to recover contract
settlement payments with Lake CoGen or Orlando CoGen.

RECOMMENDATION: The Utility has complied with the applicable FPSC orders which denied
the iccovery of the contract settlement payments through the CCRC.
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STATE OF FLORIDA

Devisaies o Recoaps & Risoe o
Brasca 5 Bayo
DRECTOR

Commissioners:
JuLia L. Jorinson, CHAIRMAN
J. TERRY DEASON

SusaN F. CLARK AT (850) 4116770
JOE GARCIA ’
E. Leox Jacoas, J. Aabt
Public Serbice Commission
June 18, 1998

Mr. James A. McGee

Florida Power Corporation

P. O. Box 14042

St. Petersburg, Florida 337334042

Re: Docker No. 980001 - El - Flonda Power Corporation
Auc'it Report - Capacity Cost - 12 Months Ended March 31, 1998
Audit Control # 98-094-2-2

Dear Mr. McGee:

The enclosed audit report is forwarded for your review. Any company response fil~d 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.

Thank you for your cooperation.
Sincerely,
Kay Flynn
KF/ABF
Enclosure
cc:  Public Counsel

Division of Audit and Financial Analysis

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

An AMrmative ActiowEqual Opportusicy Empleyer
Public Serviee Comminsbon Website: wwwlscrine Isternet E-mail; contlact dpac staie Nus
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