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DIVISION OF REGULATORY COMPLIANCE AND CONSUMER ASSISTANCE 
AUDITOR’S REPORT 

June 1,2007 

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 070001-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. 
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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 verified 
that the correct average unit cost is used for transfers out of inventory. We traced the 
sample to source documents. 

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 determine that the Return on Investment calculations 
for the Scherer Coal Cars agrees with the prior audit periods and that the depreciation 
rate used is in accordance with the last depreciation study which was approved in 
Commission Order PSC-05-0902-S-EII issued September 14, 2005. 

Procedures: We verified any additions and retirements for 2006. We recalculated the 
depreciation and the Return on Investment calculation. We traced the equity and debt 
components for the return calculation to the company’s cost of capital schedules. 

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. 
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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-EII 
issued March 31 , 1997. 

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 coal and oil purchases on the company filing 
Schedule 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 was 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-00-1 744-PM-EI, issued September 26, 2000. 

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 and 
deal tickets. 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 review FPL’s audit and due diligence review of its Unit 
Power Sales contracts with the Southern Companies and the Jacksonville Electric 
Authority. Charges related to this are shown on Schedule A-7. 

Procedures: FPL’s audit of Unit Power Sales contract with Southern Companies and 
Jacksonville Electric Authority was reviewed. 
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Objective: The objective was to verify that the current month’s estimate and true-up as 
shown on Schedule A-7 for purchased power were calculated correctly and traced to 
source documentation. 

Procedures: A sample of purchased power payments on Schedule A-7 for the month 
of August were traced to invoices and the true-up was traced to supporting 
documentation. 

Objective: The objective was to verify that the current month’s estimate and true-up as 
shown on Schedule A-8 for qualifiying facilities were calculated correctly and traced to 
source documentation. 

Procedures: A sample of energy payments to qualifying facilities on Schedule A-8 for 
the month of August were traced to invoices and the true-up was traced to supporting 
documentation. 

Objective: The objective was to verify that energy purchases on Schedule A-9 were 
traced to proper source documentation. 

Procedures: 
purchases were traced to invoices, purchase statements, Lambda Reports, and Deal 
Tickets. 

Three purchases were selected from the month of May 2006. These 

Objective: The objective was to reconcile service hours, reserve shutdown hours, and 
unavailable hours for GPlF units as shown on the “Actual Performance Data” report. In 
addition, the objective was to reconcile the heat rate from the GPlF filing to the 
Schedule A-4. 

Procedures: We reconciled the heat rate factors from Schedule A-4 to the GPlF filing 
We obtained explanations for the differences and traced to source documents. 
We reconciled service, reserve shutdown and unavailable hours for one plant from the 
“Actual Performance Data” report to the “Service Hour Reports” and to the “Outage 
Summary Reports” and obtained explanations for specific items that differ. 

Objective: The objective was to verify that fuel expenses are charged to the clause 
only when fuel is burned. 

Procedures: For a selected month, we reconciled usage from Schedule A-4 to the 
“Fossil Fuel Inventory Report” and the “Fuel Used Report”. We agreed usage from 
Schedule A-4 to “Form 1705 - Fuel Used Summary Report” and to the “Fuel Balancing 
Reports”. We reviewed the company procedures related to measurement of burned fuel 
and the calibration of the measuring devices. We reviewed the company procedures to 
determine the fuel inventory. 

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- 

4 



El, issued October 30, 2002. 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 deal entry to 
the confirmation letter, the settlement price maintenance form or the publication prices 
form. The option tested was traced to the “Gas Closing Report”, which determines the 
monthly natural gas price computations. 

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-O5-1252-FOF-EI, issued December 23, 2005. 

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

Objective: The objective was to determine that the amount for recovery for the 
Okeelanta Settlement is in accordance with Commission Order PSC-00-191 3-PAA-EII 
issued October 19, 2000. 

Procedures: We verified the calculations related to the fuel clause and determined 
compliance with the PSC Order. 

Objective: The objective was to verify that the gas storage payments to Bay Gas are 
supported by proper source documentation. 

Procedures: We verified all payments to Bay Gas for gas storage by reviewing the 
invoices and determining that the amounts are included in the “Gas Closing Report” 

Objective: The objective was to determine if any information or adjustments found in 
the Board of Directors minutes, internal and external audits was reldted to the audit. 

Procedures: We reviewed the Board of Directors minutes and the internal and external 
work p a pe rs . 
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TNC-U~ F’rovision for the Month - Oved(Under) Recovuy (Lme C3 -Line C6) $ 23,150,354 $ (36,619,790) S 52,318,189 $ 52,536,991 $ 35,828,145 $ 63,328,521 $ 193,684,160 
Interest Provision for the Month (Lime DlO) (2,894,560) (2,657,503) (2,337,994) (1,846.516) (1,387,726) (905.041) (30,998,076) 

(743,140,130) a True-up & Interest Provision Beg. of Period - oW/(vnder) Recoverj (387,397,050) (305,212,912) (282,561,861) (170,653,322) (58,034,503) 38,334,260 
b JJeferred T ~ c u p  B c e g  of Period - Over/(Unda) Recovery (307,437,600) (307,437,600) (307,437,600) (307,437,600) (307,437,600) (307,437,600) (307,437,600) 

743,140,130 61,928,344 61,928,344 6 i p s . 3 4 4  61 .92a .3~  hior Period TNe-up Collected/(Refunded) This Period 61,928,344 61,928,344 
End of Period Net True-up Amonnt Over/(Under) Rewvay (Lines C7 through 
C10) s (612,650.512) s ( 5 8 9 , ~ , 4 6 i )  s (478,090,922),s (365,472,103) s (269,103,340) s (144,751,516) s (144,751.516) 


