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EVISION OF AUMTING AND FINANCIAL ANALYSIS
AUDITOR'S REPORT

MAY &, 1999

TO: FIAORIDA PUBLIC SERVICE COMMISSION ANT OTHER INTERESTED PARTIES

We have applied the procedures described later in this repart W audil 1he accom panving
Schedule A-1: Cost Recovery Clause Caleulation and Schedule A-2; Truc-Up Calculution for the
historical pine-month period ended December 31, 1998, for Flonda Mower Corporation.  These
schedules were prepared by the utility as part of Docket 99000 1-EI. There i no eonfidential
infornation associated with this audit, and there ame no audit staff nlinen iy opinions.

This iy an internal accounting report preparcd after performing @ limited scope audil
Accordinglw, this repant should not be relied upon for any purpese cxcept 1o assist the Commassion
siaff in the performance of their duties. Substantial additional work should have to be performed
1o satisty generally sceepred auditing standards and produce aydited financial statemencs (o1 public
HSe.

la our opipion, the schedules relemed to above present fairly, in ol matenal respects, the
utility’s books and records, maintained in conformity with the accounting practices preseribed by
the Florda Public Service Commission.



SCMMARY OF SIGNIFICANT FINDINGS

Florida Fower Cotporation has entered into an alliance agreement wich Dynegy { formerly known
as Eleciric Cleannghouse Inc. tor the purpose of mavimizing the henelits of Power Marketing,

SUMMARY OF SIGNIFICANT PROCEDURES

Cur audit was performed by examining, on & test basis, cenain transactions and aceaunt
balances which we believe are sullicienl Lo base our opinion. Our examnation Jdid nol cotail a
campbete review of all financial transactions of the company, Our mone important audit procedunes
ate summartzed below. The following definitions apply when used in this report:

Scunncd - The documents or accounts were read guickly leoking for obyious crmors,

Examincd - The exhibit amounts were reconciled with the general ledger, The pencral lodper
acconnt balances were maeed 1o aubsidiary ledgers, Seleciive analvtical review procadures wens
applied, and acosunt balances were tested ta the extent further described.

Verify - The item was tested for aceuracy, and substantiating docwnentation was cxamined.

TRUE-EP: Verified True-Up Calculation - Schedule A-2,

REYEMUES: Examined Fuzl Revenues. Fecaloulated Fuel Revenues using KWH and PSC
approved eates, {or cach applicable customer class. Verfied one month’s customer billing for
coropliance to biliing factors approved by PSC Omder No. 98-1223. Obmained and scanned
company’s procedures for venBang totrect input of billing factors,

EXPEN z Reconciled Schedule A-l to applicable general ledger accounts. Recaleylaeed
Generation Expense. Examined Recoverable Fuel Expense for No.o 2 Qil, Ne. § Gil. and Coal.
Anahyzed oil and coal inventory schedules for selected months. Reconciled fuel receipts 1o accounus
payable activity for selected momtbs  Tested selected Invoices for accuracy and preoper
classification, Analyzed adjustments to fuel,

Examined Recoverable Fuel Fxpense for Nuclear Fuel. Verified amortization for auaclear fuel costs
from April 1998 to Decernber 1998, Recaleulated nuclear fuel disposal cosis. Obained

and analyzed invoices pestaiting to the preparation of Baseh 13, which was plaved in the ouelear
asserribly in Wiay 1996, Recaleulated amortization of cost and MMBTU of Bawch 13, from May
1996 to April 1998, Obtained and scanned documeantation which tecorded genémuon entitlement
shares Jur those participants of the nuclear Fugl plant,



Examined Recovershle Fuel Expense for Matural Gas. Tested selected invoices for accurgey and
proper classification. Aaalyzed compatation of fuel savings and start-up costs, Tesultin g om Hines
testing.

POWER SALES: Verified Power Sales (broker and non-broker). Traeed billings to company
invoices for a selevied mondh. Scanned company invoices.

FURCHASED POWER: Examined Purchused Power {3ch A-71 transactions, Performed sn
analysis of eurrent month listing and adjustnents (from subseguent month Sch A7 listing] and
made & comparison to third party invoices, for selected months. Scanned third party invaices.
{Obtained reconciliation where applicable.

Examined Gnergy Fayments o Qualifying (Cogen) Facilitics {Sch A-%). For sclected mombs;
performed an analysis of current month expense caleulation; and traced cyurent pavrients to third
party invoiees. Scanncd third party invgices,

Examined Economy Encrgy Purchases (Sch A-%). Peilormed an analysis of curment month listing
and adjustments (from subsequent month Sch A-9 listing) and made a eomparison to thied party
lovoices, for selected months. S{anned thund party ovoices. Obtained reconciliations whets
applicable.

QTHER: &Iead Board of Directer'a sninules.



AUDIT DISCLOSURE NO. ¢

SUBJECT: FLORIDA POWER CORFORATION ALLIANCE WITH DYNEGY CORP

STATEMENT OF FACT:

Um May 12. 1908, Florida Power Corpargtion (FFC) entered into an Alliance Agreement with
Dynegy (formerly Electric Clearinghouge, Inc.) for the stated purpose of maximizing the
benefits of Fower Marketing. Per FPC's 1998 Annual Report, Power barketing “... mear
participating in the wholesale energy murketplace, utilizing sephisticaled skills and technology
te buy and sell electricity and epergy fucls,..”

Additions| inlermation contained in the 1998 Annual Report statcs that the alliance “leverages
Florida Power's gencrating assets with Dynegy's pasition in the enengy markets 10 fomm a potent
trading and sales combination.™

Company stated that because Dynegy operated inn & noket much larger than FPC's tegonal
broker market, Dynegy's market base enables it to negotiate with power producers nationwide.
As a result, Dynegy has more opportunity 6o negotinte and obtain power at a lower cost
{including transmizsion) than FPC, on cccasion, can produce poraer,

As a result of Dynegy’s ability to obtain cheaper power for FPC, FPC in tum, pays & cotrrmission
per transaction, once an agreed upon threshald of net revenues has been camed by FPC. Net
Revenues 13 defined as the net revenues resulting from any Alliance Transaction.

Dynegy 15 locaked in Houston, Texas,
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TALCULATHIN OF TRUEUF AWND MTEREST PROVISICN ECHERIA F a2
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AHUSTMENTS: FRMR PER(GHD A0L o i a oo 1 0 a .0
TRUE UF PROVISION « RECOVERABLE NIM: BERL FUEL 15,255 B1E) (5265, 816 | ol {3,141 _3e54 M2 181,344} i) 0.0
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JURIEDICT|OMAL FUEL & NET FWER TRANSACTHONS
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TRUE UP PROWIZION FOR THE MONTH OYERNENDER]
COHIFETIOM (LMNE DY - Bisp 5,553,150 [7E7.AET 7420812 ne 17 387 =04 1418 527 451 997 0.o
INTEREST PROVIELOM FOR THE MONTH [LAHE E 18) a7 4i2 (742,387
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TRUE LW COLLECTED REFUNDED e T B L 32181 345 e A R 1 it
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OTHER:
ENDCF PERIOD TOTAL NET TRUE P
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