
State of Florida 

DATE: July 25,2002 
TO: Division of Economic Regulation (Colson) 
FROM: Division of Auditing and Safety (Vandiver) 
RE: Docket No. 020002-EG; Company: Florida Power Corporation; 

Audit Purpose: Energy Conservation Recovery Clause; 
Audit Control No. 02-064-2-1 

0J 

Attached is the final audit report for the utility stated above. I am sending the utility 
a copy of this memo and the audit report. If the utility desires to file a response to the audit 
report, it should send the response to the Division of the Commission Clerk and 
Administrative Services. There are no confidential work papers associated with this audit. 

DNWjcp 
Attachment 

cc: Division of Auditing and Safety (Hoppe, District Offices, File Folder) 
Division of the Commission Clerk and Administrative Services (2) 
Division of Competitive Markets and Enforcement (Harvey) 
General Counsel 
Office of Public Counsel 

Mr. Paul Lewis, Jr. 
Florida Power Corporation 
106 East College Avenue 
Tallahassee, FL 32301-7740 



FLORIDA PUBLIC SERVICE COMMISSION 

DIVISIUN OF AURITZVG AND SAFETY 
BUREAU OF AUDITING 

TAMPA DISTRICT OFFICE 

FLORIDA POWER CORPORATION 

ENERGY CONSERVATION COST RECOVF,RY AUDIT 

TWELVE MONTH PERIOD ENDED DECEMBER 31,2001 

Docket No. 020002-EG 
Audit Control Number 02-064-2-1 

A 

,' Simon 0. Ojada 
Audit Manager 

Vincent Aldridge 
Audit Staff 

/ James A. McPherson 
Tampa District Supervisor 



TABLE OF CONTENTS 

I. AUDITREPORT ................................................... Page 

PURPOSE . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

DISCLAIM PUBLIC USE. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1 

OPINION . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1 

SUMMARY OF SIGNIFICANT FINDINGS ................................. . 2  

SUMMARY OF SIGNIFICANT PROCEDURES . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . 2  

a 

11. DISCLOSURES 

NON-RECOVERABLE ECCR AD EXFjENSE ............................... 3 

CALCULATION OF TRUE-UP AND INTEREST PROVISION . . . . . . . . . . . . . . . . .  3 

111. EXHIBITS 

ECCR PROGRAM COSTS (CT-2, P2 OF 4) ................................. 

CALCULATION OF TRUE-UP (CT-3, P2 OF 3) ............................. 

4 

5 



DIVISION OF AUDITING AND SAFETY 
AUDITOR’S REPORT 

JULY 3,2002 

TO: FLORIDA PUBLIC SERVICE COMMISSION AND OTHER INTEFWSTED PARTIES 

We have applied the procedures described later in this report to audit the Energy 
Conservation Cost Recovery (ECCR) schedules for the twelve month period ended December 3 1 ,  
2001 prepared by Florida Power Corporation in support of Docket No. 020002-EG. 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 pubIic 
use. 
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SUMMARY OF SIGNIFICANT FINDINGS: Florida Power Corporation included in its 200 1 
ECCR filings a prepaid advertising expense in the amount of $800,000 for advertising and creative 
media to be developed and broadcast during the year 2002. 

Florida Power also received credit in January 2002 for $19,920 for Translucent Envelopes that were 
not printed. This amount was also included in the 2001 ECCR filing. 

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 foflowing 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. 

REVENUES: Compiled Energy Conservation Cost Recovery (ECCR) revenue and agreed 
to the filing. Recompute revenues using approved FPSC rate factors and company provided 
KWH sales, 

EXPENSES: Compiled ECCR expenses and agreed to the filing. ScheduIed expenses by 
program and by categories of expense. Judgmentally tested advertising charges to verify that 
they were properly recoverable through the ECCR and that they did not compare electric vs. 
gas technologies. Verified that expenditures associated with the Business Energy Check, 
and Commercial Load I Management programs were in compliance with program 
requirements. 

TRUE-UP: 
amounts and interest rates. 

Recompute ECCR true-up and interest calculation using FPSC approved 

Other: Ascertained that the utility is in compliance with Rule 25-17.015, F.A.C., pertaining 
to Energy Conservation Cost Recovery. Identified conservation programs that exceeded the 
budgeted amount and analyzed expenditures for compliance with program requirements. 
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Disclosure No. 1 

SUBJECT: Non-Recoverable ECCR Advertising Expenses 

STATEMENT OF FACT: Advertising expense charged to the Energy Conservation Recovery 
Program totaled $1,159,110 for the twelve months ended December 3 1, 2001 Florida Power 
prepaid $800,000 in December 2001 to BBDO South (An Agency of the BBDO Worldwide 
Network) for ads and creative media developed and broadcast during the year 2002. The company 
provided invoices dated January and February 2002 totaling $327,803 to support part of the 
$800,000. According to the company’s response, Florida Power will be receiving a refund on the 
remaining amount of $472,197 in June of 2002 which will be credited to the Home Energy 
Improvement Program. 

The company also made a payment of $19,920 to Harperprints in December 200 1 for Translucent 
Envelopes that were also to be used in the Home Energy Improvement program. These envelopes 
were not printed. The company was given credit for the payment in January 2002. 

FUZCOMMENDATION: The 2001 ECCR Home Energy Improvement program advertising costs 
are overstated by a total of $819,920. Since the company actually incurred $327,803 out of the 
$8 19,920 in January and February 2002 and received a refund or credit to their account for the rest, 
the effect to the ratepayer is the interest expense associated with these timing differences. 

We have estimated the amount of interest as of the end of June 2002 to be $4,580. We were told 
by the company spokesperson that this adjustments (plus any additional interest) would be made 
before the end of the year. 
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Disclosure No. 2 

SUBJECT: Calculation of True-Up and Interest Provision 

STATEMENT OF FACT: Florida Power Corporation used incorrect interest rates in February 
through July 2001 in the calculation of its ECCR true up resulting in a $10,146 overstatement of 
interest as of December 3 1,200 1. 

RECOMMENDATION: Florida Power should correct this interest miscalculation in its 2002 
filing by decreasing the over recovery amount by $10,146 plus any additional interest accrued until 
the adjustment is made. 
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