
State of Florida 

TALLAHASSEE, FLORIDA 32399-0850 
COliMisSiON 

CLERK -M-E-M-0-R-A-N-D-U-M- 

DATE: May 18,2009 

TO: 

FROM: 

RE: 

Kaley Giles, Regulatory Analyst 11, Division of Economic Regulation 

Dale N. Mailhot, Assistant Director, Division of Regulatory Compliance m 
Docket No: 090001-EI; 
Audit Purpose: Fuel Cost Recovery Clause; Company Code: EI802; 
Audit Control No: 09-041-4-4; 

Company Name: Florida Power & Light Company; 

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 a response to the Office of the Commission Clerk. There are confidential work 
papers associated with this audit. 

DNMithm 
Attachment: Audit Report 

CC: Division of Regulatory Compliance (Salak, Mailhot, Harvey, 

Office of Commission Clerk (2) 
General Counsel 

District Offices, File Folder) 

Natalie Smith 
Florida Power & Light Company 
2 15 South Monroe Street, Suite 8 10 
Tallahassee, FL 32301-1859 



FLORIDA PUBLIC SERVICE COMMISSION 

DIVISION OF REGULATORY COMPLIANCE 
BUREAU OF AUDITING 

Miami District Office 

Florida Power and Light Company 
Fuel Adjustment 

Twelve Months Ended December 31,2008 

DOCKET NO. 090001-El 
AUDIT CONTROL NO. 09-041-4-4 

d L L  
lliana H. Piedra . . . .~ 

Audit Manager 

I BetvMaitre 
- 

~ 

Regulatory Analyst 

Public3tilities Supervisor 



TABLE OF CONTENTS 

AUDITORS REPORT 

I. PURPOSE 

II. OBJECTIVES AND PROCEDURES 

111. EXHIBITS 

Company Filing Calculation of True-up 

PAGE 

1 

2 

5 



DIVISION OF REGULATORY COMPLIANCE 
AUDITOR'S REPORT 

May 12,2009 

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 Company in support of its filing for Fuel Cost Recovery in 
Docket No. 090001-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 and the report is intended 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 traced 
the sample to source documents. The nuclear fuel leased amortization ledger provided 
by the company was recalculated and the amount for the overcharge settlement from 
the Department of Energy was agreed to the company's documentation. We tested a 
sample of invoices for purchased power on the Schedule A-7 and for economy energy 
purchases on the Schedule A-9. We obtained the schedule of capital investment and 
verified the depreciation and return on investment to prior audit work performed. We 
reviewed internal audits that relate to internal control over divisions that handle fuel and 
energy purchases. 

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 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. 

Objective: The objective was to verify that coal inventory has been completed and 
adjustments to inventory made based on Commission Order No. PSC-97-0359-FOF-El. 

2 



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 No. PSC-97- 
0359-FOF-El. 

Objective: The objective was to reconcile purchases on the company filing 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 relating to when the forms were 
prepared. Form 423 is based on a calendar month and Schedule A-5 is based a fiscal 
month beginning on the 2gth and ending on the 28'h. 

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-00-1744-PAA-El. 

Procedures: We reconciled the schedule to the monthly schedules and selected a 
sample of sales to test. The sales were traced to the Power Deal Lambda reports, deal 
tickets, logs and confirmations. The gains were recalculated. 

Objective: The objective was to verify that energy payments to qualifying facilities are 
based on the negotiated contract rate. 

Procedures: We selected two months of payments to the qualifying facilities. The 
charges for a current month are based on estimates and true-ups for the prior month. 
The estimates were traced to the source documents and the true-ups traced to the prior 
month estimate and the actual bill for the period. 

Objective: The objective was to reconcile service hours, reserve shutdown hours, and 
unavailable hours for the Generating Performance Incentive Factor (GPIF) units as 
shown on annual GPlF filings to source documents. In addition, the objective was to 
reconcile the heat rate for GPlF shown on Schedule A-4 to source documents. 

Procedures: We reconciled the information to the GPlF filing. We obtained 
explanations for the differences and traced to source documents. 
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Objective: The objective was to verify the payments for firm natural gas storage 
to Bay Gas. 

Procedures: We obtained a report that shows all payments to Bay Gas for 2008. We 
selected the invoices for the months of April, May and June 2008 and verified the unit 
cost to the contract. 

Objective: The objective was to review the utility’s audit of its Unit Power Sales 
contracts with the Southern Companies and the Jacksonville Electric Authority (JEA). 

Procedures: We reviewed the audit the utility performed of the payments to the JEA. 
The utility audit of the payments to the Southern Companies will be performed in 
September 2009 and will be reviewed by staff auditors during the next clause audit. 

Objective: The objective was to verify that the firm transportation service (FTS) 
charges for natural gas transportation agree with the FTS rate schedules from the 
pipeline company tariffs. 

Procedures: We selected FTS charges from the monthly gas closing report and 
verified the rates to the pipeline company tariff. 

Objective: The objective was to determine how the utility allocated the replacement 
power associated with the February 26, 2008 outage. 

Procedures: We obtained the response to interrogatories related to the outage. We 
requested source documentation to verify the utility’s calculation. Tallahassee staff and 
the utility agreed that this audit item will be deferred until the 2010 clause audit. We 
requested the status of the Federal Energy Regulatory Commission (FERC) 
investigation and the final report from the Florida Reliability Coordinating Council 
(FRCC). This was provided but will be reviewed in 2010 when the utility’s calculations 
are reviewed. 

Objective: The objective was to verify that the fuel burned included in Schedule A-4, 
System Net Generation and Fuel Cost, agrees with the utility’s generation and inventory 
reports. 

Procedures: We reconciled one month of the fuel burned from Schedule A-4 to the 
utility’s Fuel Used in Electric Generation Report and to the Fossil Fuel Inventory Report. 
For selected plants we reconciled the unit consumption from the Fuel Used Summary 
Reports to the consumption from Schedule A-4. This was also agreed to the Fuel 
Balancing Reports. 
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EXHIBITS 
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