MEMORANDUMH
July 20, 1995

TO: DIVISION OF RECORDS AND REPORTING N}S
FROM: DIVISION OF AUDITING AND FINANCIAL ANALYSIS (VANDIVER) &

RE: DOCKET NO..950001-EI -- FLORIDA POWER CORPORATION
FUEL AUDIT REPORT - PERIOD ENDED 03/31/95
AUDIT CONTROL NO. 94-279-2-1

..............................................................................

The above-referenced audit report is forwarded. Audit exceptions document
deviations from the Uniform System of Accounts, Commission rule or order,
Staff Accounting Bulletin and generally accepted accounting prineciples. Audit
disclosures show information that may influence the decision process.

The audit working papers are available for review on request. There are
confidential working papers associated with this audit.

Please forward a complete copy of this report to:

Florida Power Corporation
James P. Fama

P. 0. Box 14042

St. Petersburg, FL 33733-4042

DNV /sp
Attachment
cc: Chairman Clark
Commissioner Deason
Commissioner Johmson
Commissioner Kiesling
Commissioner Garecia
Mary Andrews Bane, Deputy Executive Director/Technical
Legal Services
Division of Auditing and Financial Analysis (Devlin/Causseaux/
File Folder)
Division of Electric and Gas (Dudley)
Tampa District Office (Bouckaert)

Office of Public Counsel
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Audit Control Number 94-279-2-1

Thomas E. Stambaugh
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Audit Staff Minority Opinion
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I Executive Summary

Audit Purpose: We have applied the procedures described in Section
II of this report to audit the appended Fuel and Purchased Power
Cost Recovery Filings, Schedule A-1, filed by Florida Power
Corporation for the six month periods ended September 30, 1994 and
March 31, 1995.

Scope Limitation: The audit exit conference was held on June 16,
1995. The audit is based partially on confidential information
which is separately filed with the Commission Clerk.

Disclaim Public Use: This is an internal accounting report
prepared after performing a limited scope audit; accordingly, this
document must 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.

Opinion: The appended exhibits, Schedules Al, for the two six
month periods ended September 30, 1994 and March 31, 1995 represent
utility books and records maintained in substantial compliance with
Commission Directives. The expressed opinions extend only to the
scope of work described in section II of this report.

Summary of Findings: The utility overstated its recoverable true-
up amount by $95,888.00 for the twelve month period ended March 31,
1995.



11 Audit Scope:

The opinions contained in this report are based on the audit work
described below. When used in this report, COMPILED means that
audit work includes:

COMPILED - Means that the audit staff reconciled exhibit amounts
with the general ledger; visually scanned accounts for error or
inconsistency; disclosed any unresolved error, irregularity or
inconsistency; and except as otherwise noted performed no other
audit work.

NUCLEAR FUEL:

Compiled nuclear fuel expense and ending inventory amounts for each
of the two six month audited periods and traced amounts to journal
entries.

Recomputed amortization of nuclear fuel.

Compiled sources of additional fuel expense dollars flowing into
recoverable nuclear fuel expense.

NATURAL GAS:

Compiled natural gas expense and traced to journal entries.

Reconciled accruals, reversal, cash payments and adjustments to gas
cost.

Reconciled on a judgemental basis Company working papers for
computation of recoverable natural gas expense to journal entries.




11 Audit Scope (continued):

COAL AND OIL:

Compiled recoverable fuel expense from journal entry detail. On a
judgemental basis, agreed units burned to production reports.

Reconciled total recoverable fuel expense to general ledger.

Noted and explained any errors, irregularities and inconsistencies
in fuel inventory activity.

Determined that Company procedures to validate BTU billing
adjustments for fuel purchased complies with contractual agreements
and have not changed from previous audit period.

Verified that the inclusion of a coal inventory adjustment in the
calculation of recoverable fuel expense was proper.

Analyzed additive expenses.

INTERCHANGE POWER:

Traced Economy Energy purchases to FPC Energy Control Purchases and
Sales Report and agreed to invoices.

Traced Economy Energy sales to FPC Energy Control Purchases and
Sales report and agreed to billings.

FUEL EXPENSE TRUE-UP:

Compiled fuel true-up accounts and recomputed true-up.

OTHER:

Performed analytical review of cost of generated power (oil, coal,
gas and nuclear) and cost of purchases (oil and coal).

Determined that procedures to measure units of fossil fuel burned
and fuel inventory measurements are consistent with prior periods.

Ascertained that accounts and amounts not previously included in
the reconciliation of the FPC fuel filing to the general ledger
were properly included in recoverable costs.

Analyzed utility method of contract award.

= =




AUDIT DISCLOSURE NO. 1
BUBJECT: ADJUBTMENTE TO TRUE-UP
STATEMENT OF FACT:

FPSC Order No. 94-0390-FOF-EI approved a Generating Performance
Incentive Factor (GPIF) reward of $1,100,739 earned by Florida
Power Corporation (FPC) during the period April thru September,
1993. This reward was to be recovered through the Fuel Adjustment
Clause for the six months ended September 30, 1994 @ $183,304 per
month.

In May of 1994 the company included a "phosphate" adjustment in
ba: e revenues in the amount of $86,712.

FPC prepared a revised Calculation of Estimated True-up, (Sch E1B)
for the period April through September 1994 on July 15, 1994. This
schedule shows the "jurisdictional loss multiplier" to be 1.0014
for April and May and 1.0013 for June -~ Sept. On the June Sch. A2
the company used 1.0014 as the loss multiplier. (59,965,201 X .9546
X 1.0013 = 57,317,196)

OPINION:

Utility overstated the GPIF amount, included the "“phosphate"
adjustment and used a different line loss multiplier for June.
These factors caused mis-statement of the true-up amount and the
associated interest provision for the audited pericd.

The Fuel Adjustment Clause filing for the period April - September,
1994 is overstated by $95,888 as follows:

Per Audit Per Filing Diff.

1) Overstatement of GPIF(May) $(183,304) $(185,132) $ 1,88
2) Juris. Sales Revenue (May)* 43,809,904 43,723,193 86,712
3) Fuel/Net Power Trans (May) 57,317,196 57,322,920 5,724
4) Interest Provision (May-Sep) ——— - LG4

* $1 ROUNDING DIFFERENCE. 95,868
CONCLUSION: T

Florida Power Corporation should adjust its next FAC filing for
these discrepencies.

COMPANY COMMENT: Company may respond at a later date.
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AUDIT DISCLOSURE NO. 2
SUBJECT: Capacity Costs recovered through Fuel filing.

STATEMENT OF FACT: In the Capacity Cost audit for the twelve
months ended March 31, 1995, auditor reported that $64,342 of
~.pacity costs were included in the Fuel Cost Recovery Filing for
+2¢ same time period.

AUDITOR OPINION: Schedule F Capacity Sales and Charges were
documented by utility and FPSC auditor as indicated:

Amounts by: Not Fuel
Month Auditor Utility Difference Recovd Recovd
April $30,330 0 $30,330 $30,330 0
May 22,775 0 22,775 0 2,775
June 1,700 0 1,700 0 1,700
July 9,537 0 9,357 0 9,537
August 0 0 0 0 0]
Sept 0 (1,700) (1,700) (1,700) 0
Total $64,342 $(1,700) $62,642 $28,630 34,012
Sch F Error 1,700
Juris Total $66,042

AUDIT CONCLUSION:

1. According to audit disclosure #1 in the Capacity Cost audit
for the twelve months ended March 31, 1995, $30,330.00 incurred in
April was not recovered through the capacity cost mechanism. No
evidence exists that these costs were recovered through the fuel
cost recovery filing.

2. The capacity cost amounts for May, June and July total
$34,012.00. It cannot be determined whether the $34,012.00
applicable to May, June and July or the Schedule F error for $1,700
in September was recovered through the fuel cost recovery filing.

3. The $66,042.00 jurisdictional total will not make a
material difference in the calculation of the fuel cost recovery
factor for the audited period.

Juris. Juris.
Amount Total Factor

$66,042.00 / $317,611,521.00 = .0002079

COMPANY COMMENT:

-4A-
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Commissioners:

SUSAN F.CLARK, CHAIRMAN DIVISION OF RECORDS &

J. TERRY DEASON REPORTING
JULIA L.JOHNSON BLANCA S. BAYO
DIANE K. KIESLING DIRECTOR

JOE GARCIA (904) 413-6770

Public Serbice Commiggion

July 24, 1995

Florida Power Corporation

Attn: Mr. James P. Fama

Yost Office Box 14042

St. Petersburg, Florida 33733-4042

Dear Mr. Fama:

RE: Docket No. 950001-EI -- Florida Power Corporation
Fuel Audit Report - Period Ended 03/31/95

Audit Control # 94-279-2-1

The enclosed audit report is forwarded for your review. Any company response filed with this
office within ten (10) work days of the above date will be forwarded for consideration by the staff
analyst in the preparation of a recommendation for this case.

The Division of Records and Reporting is holding the workpapers for which you requested
confidential treatment. If you plan to request confidential classification, please address the fact that

the 21 days has expired.

Thank you for your cooperation.

Sincerely,
Bor & ﬁauao
Blanca S. Bayé

BSB/mas

Enclosure

cc: Public Counsel

CAPITAL CIRCLE OFFICE CENTER e 2540 SHUMARD OAK BLVD TALLAHASSEE, FL 32399-0850
An Affirmative Action/Equal Oppormnity Employer
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