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DIVISION OF AUDITING AND FINANCIAL ANALYSIS
AUDITOR’S REPORT

MARCH 14, 2000

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 historical twelve month period ended December
31, 1999 for Florida Power Corporation (FPC). These schedules were prepared by the Utility as part
of its petition for cost recovery in Docket 000001-EL. There is no confidential information
associated with this audit, and 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.



SUMMARY OF SIGNIFICANT FINDINGS

During 1999, the Utility did not include in its recoverable Capacity Cost Recovery Clause (CCRC)
expenses all of the contract buy-out amounts paid to Pasco CoGen and Auburndale Power Partners.
The Utility understated its recoverable CCRC expenses by $4,034,437. The Utility has stated that
it will file an amended CCRC filing to include the effect of these corrections.

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.

Verify - The item was tested for accuracy, and substantiating documentation was examined.

REVENUE: Compiled CCRC revenue and agreed to the filing. Recomputed CCRC revenues using
approved FPSC rate factors and company-provided KWH sales. Reconciled Utility “revenue recap”
report to the general ledger on a test basis.

EXPENSES: Compiled capacity costs. Agreed capacity costs to FPC billing statements. Identified
costs by vendor. Performed audit test work of capacity cost payments to verify that Qualifying
Facilities were paid according to contract for electric power supplied to the utility.

TRUE-UP: Recomputed CCRC true-up and interest using FPSC approved amounts and interest
rates.

OTHER: Reviewed notes from reading Board of Director’s Minutes and outside auditor work
papers as an aid in determining the scope and level of risk of the audit.




AUDIT DISCLOSURE NO. 1
SUBJECT: UNDER RECOVERY OF CAPACITY CLAUSE CONTRACT COSTS

STATEMENT OF FACT: The Utility understated its recoverable Capacity Cost Recovery Clause
(CCRC) by $4,034,437. The Utility did not include in its recoverable CCRC expenses all of the
contract buy out amounts paid to Pasco CoGen and Auburndale Power Partners.

AUDIT OPINION: The audited total for Pasco CoGen differed from the CCRC filing by
$3,608,023. The difference is attributed to an unexplained Utility transaction in January, incorrect
handling of the fuel and capacity portions of the contract buy out payment in May, and non-inclusion
of the contract buy out payments from June through December. The contract between the Utility and
Pasco CoGen, which originally extended to July, 2013, was bought out and the buy out recovery will
occur by no later than December 2008, by the authority of FPSC Order PSC-97-0523-FOF-EQ, dated
May 7, 1997. In 1999, the monthly buy out amount of the contract was $684,336. This amount is
recovered through Fuel at $191,614 and through Capacity at $492,722 each month. The CCRC
jurisdictional amount is $475,689.

No contract buy-out payment for Auburndale Power Partners was included in the Capacity
Costs recoverable for February and July. The Utility paid the correct amounts to Auburndale but did
not show recovery of these amounts in February and July. At $183,550 per month, this
understatement totals $367,100. Jurisdictionally, the amounts are $176,410 and $177,205 for a total
of $353,615.

The net effect of these differences in jurisdictional amounts is summarized below:
Pasco CoGen;

Difference in January unexplained by the Utility: $ (12,496)
Net Diff i May:
Jurisdictional effects of Pasco contract buy-out errors: 290,699

Pasco CoGen payments not included in CCRC filing for

June through December: $475689 X 7= 3,329,823

Total $3,608,026
Auburndale Power Partners ($176,410 plus $177,205) 353,615
Associated Interest Expense 72,796
Total $4,034,437

CONCLUSION: The CCRC filing for the twelve months ended December 31, 1999, was
understated by $4,034,437.
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