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DIVISION OF AUDITING AND SAFETY 
AUDITOR’S REPORT 

MARCH 17,2004 

TO: FLORIDA PUBLIC SERVICE COMMISSION AND OTHERINTERESTED PARTIES 

We have applied the procedures described later in this report to audit the accompanying Fuel 
Adjustment Clause True-up schedules for the historical twelve month period ended December 3 1 ,  
2003 for Progress Energy Florida. These schedules were prepared by the Utility as part of its 
petition for cost recovery in Docket 040001-EI. 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 
satisfl generally accepted auditing standards and produce audited financial statements for public 
use. 
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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. Accounts were scanned 
for error or inconsistency. 

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

REVENUE: Compiled Fuel Adjustment Clause (FAC) revenue and agreed to the filing. 
Recomputed FAC 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 fuel and purchased power costs. Tested the purchases of coal, heavy oil, 
light oil and natural gas by tracing to the general ledger and joumal entries. 

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

INTEREXCHANGE PURCHASES AND SALES: Scheduled monthly activity of interexchange 
schedules (Sch. A-6, A-7, A-8, A-9). Judgementally selected three months of Schedule A-8, 
Payments to Qualifyrng Facilities, for fixther analysis. Activity of selected months was traced to 
source documentation. 

OTHER: Verified that semi-annual adjustments to the coal inventory were performed according 
to FPSC Order PSC-97-0359-FOF-ET. 
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AUDIT DISCLOSURE NO. 1 

SUBJECT: O&M Expenses in the Fuel Cost Recovery Clause 

STATEMENT OF FACT: 

An analysis of Generation Expense - Light and Heavy Oil was performed using amounts from 
Journal Entry (E) transmittal sheets. The results of the analysis revealed a difference between Oil 
Generation per the General Ledger and Oil Generation per the Fuel Adjustment Clause of 
$1,467,200. Further analysis determined that this difference was the result of the company 
expensing Fuel Additive charges and Pipeline (transportation) expenses directly to generation. The 
Pipeline expenses include Labor, Insurance, Vehicle Usage and Other Miscellaneous charges. The 
company began including this cost in the fuel clause during 2002. 

The company stated “The cost of operating and maintaining the Anclote-Bartow Pipeline is 
currently being recovered through the fuel adjustment clause. These costs are considered 
transportation costs as they are necessary to transport the fuel from the delivery point to the 
Company’s storage facility as defined in Order 14259.” 

Commission Order 14546 (Issued 7/8/85), states that “...the costs associated with moving fuel to the 
storage locations and terminals dedicated to the supply of a utility’s generating facility are subject 
to significant changes due to fluctuations in distances, deliveries, volume and price. Consequently, 
such costs should be recovered through fuel adjustment clauses. However, transportation charges 
for moving h e 1  between dedicated storage facilities and generating plant sites appear to be more 
stable and predictable, due in part to many of these costs occurring under long-term arrangements. 
Therefore, these transportation costs are more appropriately recovered through base rates.” 

AUDITOR COMMENT: 

Even though the Pipeline delivers oil to the storage facilities, the transportation charges are more 
stable, are not subject to significant changes due to fluctuations in distance, and involve a long-term 
mzingenient and should therefcre be recovered thmgh base rates. 

Also, of the $1,467,200 difference, we have not determined how much represents fuel additive 
charges or pipeline charges. We will issue a supplemental audit report to address the actual 
pipeline charges which should be removed from recoverable fuel costs. 

No adjustment was made to the true-up for this item. 
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SCHEDULE A$ 
PAQE 2 OF 2 

PROGRESS ENERQY FLORIDA 
FUEL AND PURCHASED POWER 

COST RECOVERY CLAUSE CALCUtAlYON 
YEAR TO DATE - DECEMBER 2003 
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I Mwn CEMSlKWH 

ACTUAL ESTIMATED OIFRRENCE ACTUAL ESTIMATED MFFERENCE ACTUAL ESTIMATED DlFFERENCE 
AMOUNT % AMOUNT % AMOUNT 56 

0.302Q 11 5 FUEL COST W SYSTEM NET GENERATKX4 (SCH A3) i.ms,m,au ~irg,714,805 1 e ~ ~ n g . m  18.8 35,483,485 33,288,840 2,2M,$,625 6 6  29656 26427 
O.Do14 1.5 SPENT NUCLEAR FUEL DEPOSAL COST 5,689,420 5,870.587 18,853 0 3  8,03%641 6,110,531 (71,WO) (12) 0.0042 00928 

COAL CAR INVESTMENT 0 a a QO 0 0 0 0 0  o.oo00 4.oooo Q.OMK) 00  
NUCLEAR OECOMMlsSlONlNG AND DECONTAMlNATlON 1.766.401 0 1,768,401 0 0  0 0 0 0.0 0 . m  o.oo00 0.- 0 0  
AWSTMENTS TO FUEL COST - MISCELLC\lrOEOUS (22,W.W 9,847,640 (32,296,430) (328.0) (1,094,m) 0 (1,694,679) 0.0 2.0503 o o m  2.w 0 0  
AAlUSTMENTS TO FUEL COST- DISPOSAL COST REFUND 0 0 0 0.0 0 0 0 Q O  OoooO 0.00011 o m  0 0  

2,6893 OS064 114 TOTAL COST OF GENERATED POWER I . W O . ~ W , ~ ~ E ~  ws,2ai 12 1 ~ , 2 ~ , 7 e 3  151 31.390.586 332 88.840 3.108,746 3.3 2.9957 

0.1288 7.2 ENERGY COST OF PURCMASED POWER - FIRM {SCH A7) 68,034,533 !E3670,912 14,383,621 288 3,620.755 3,083,115 557,840 
ENERGY COST OF SCH C,X ECONOMY PURW - BROKER (SCH As) 281,400 214.400 67.m 31.3 4320 3,050 1,270 41.6 55139 7.- (0.5156) (7.3) 

24521 728 ENERGY COST OF ECONOMY PUAGH - "-BROKER (SCH AB) 43,681,819 26,679,MIB 18,808,830 625 740,350 m * n 7 '  (48387) (5.8) 5.8fXJl 3.3780 

CAPAUTY COST OF ECONOMY PURCHASES (SCH AB) 0 0 0 0.0 0 0 0 ao ooooo 0.~100 QOOOO 0 0  

18.2 i am 1.7522 

ENERGY COST OF SCH E FURCH4SES (SCH A@) 0 0 0 0.0 0 0 0 0.0 o m  1 fJ.bbd0 0.0661) 0 0  

PAYMENTS TO QUALIFYING FACILITIES (SCH As) 171.149.235 156,168,588 14.982.649 9 6 &176,174 6.803.408 (627.232) (8.21 27711 2.2054 a4757 207 

0.4623 20.8 TOTAL COST OF PURCHASED PdWER ' p83.1~3,08? 23sL930,9a7 ~ ~ . m , i m  19.5 tQ550,?39 10,665,288 (114,888) C1.1) 2BB38 22213 

TOTAL AVAILABLE MWH 44.949.185 49.954128 885.057 23 

FUEL COST OF ECONOMY SALES [SCH AB) p.ss31 0 (10.683) 00  ('loo) 0 (4m) AD 26- 0- 26658 0 0  

FUEL COST OF o m  mwm SALES (SCH ~ 6 )  pg,i5a.m) ~~.aeo,zos) g,ni,irw ~ ~ 5 . 0 )  (962.784) (1.Wo34) ($20)  302@3 S5548 (05282) (148) 
GAIN ON OTHER POWER SALES - 1ooX (SCH AU) (9,843,?10) (5,17@,019) (4,864,081) 90 1 (962,784) (l.OS4,W) 131,250 ' (?PO} 1.0224 04734 O S B O  1100 

GAIN ON ECONOMY SALES - 1W (SCH A61 (1,6501 0 (1,650) 0.0 I4ao) 0 1400) 0.0 041Z5 0.OoDo 44125 00 

GAIN ON TOTAL POWER SMES - 2W (SCH AB) 912,182 0 312,192 00 0 0 0 OD 0.00W OWDO nom 0 0  
FUEL COST OF SEMIWE BACK-UP SALES (SCH AS) 0 D Q 0.0 0 0 0 0.0 D m  ooooo 0aOaO 0 0  
FUEL COST OF SUPPLEMENTAL SALES (74.829.m t 51.a51.060) 129,788,549) 46.6 (2,483,989) {1,338 1881 (1,157.771 ) 85.7 3.0004 3.8224 famo~ (21 si * 
TOTAL FVEC COST AND GAINS ON -EA SALES 
NET INADVERTENT AND WHEELED IMTERCHANOE 

13.457.153 12, a90.2Zl) H.026.921) 42.3 
1,461 (17,323) (1 5.842) 

TOTAL FUEL AND NET -8 TRANSACTIONS 9 157 41,478,190 41,525.377 c49,1671 mi) 20935; 24973 a3m 159 

NET UNBILLED 
COMPANY USE 
T & b LOSSES 

8,744,471 @,8W,115) 9,634,586 (333.4) (233,090) tp6,l92) WW 31  0.0173 (0.0074) 0.0247 (3338) 
3,4397W 3,480,936 (B,28U) (1.7) (llS$S6) (139,452) 20,886 41sq 00088 0.0090 {OOar#) (22) 

84.81O.Ba8 srl.490.124 10,420,485 W.1 . (2, 243.321) (2. 2ss.411 14080 r0.51 0.1669 0.1401 0.0298 1s 1> 

ADJUSTED SYSTEM KWH SALES [SCH A2 PO 1 OF 4) 1.2OD.11S.W 1.037,cla3,8ft 163,c#rl.882 157 38.881.213 36,906.332 (23.118) (all SOB66 26658 o . m o  158 
WHOLESALE KWH s)uES (€XCWD@JG SUPPLEMENTALSALES] m.m.896) (25. 970.138. {638BW) 2 5  m67so) @El,3l;r) 1 r4.97 (11.6) 3.0682 2.- 04217 15.0 

JURISDICTIONAL KWH SALES 1,173,506,694 1.011,063.673 182,443,022 16.1 3e,oi3,es w.em.015 sasa  0.2 3.0870 28681 0.4209 15.8 

JURISOKTIONALKWH SALES ADJLJSTEU FOR LINE LOSS- 1.~1379 1,1n,n7,~1 ~ . o I ~ . ~ , I s I  rtli,aai,eae 1s a 38,013,853 37,923,015 9Q.m 02 mea1 a m 8  0.4182 11.7 
PRIOR PERIOD TRUE-UF' (6,091.854) (6.091.854) (0, 0 0  38.013853 37,923,015 911,938 0.2 - ~o.om) (o.orsr) amr (OR) 

o.ao00 0 0  MARKET PRICE TRUE-UP 0 0 0 Q.O s.oi3,m mwais 90.m 0.2 o.oooo 0." 
RECOVERY OF PRIOR PERIOD WCLEAR REPLACEMENT COST 0 0 0 0.0 38.013453 37.923.015 90.938 0.2 0.m 0.06oO d m  0 0  

TOTAL JURISDICTTIONAL FUEL COST 8 go938 0.2 30821 2.00219 

REVENUE TAX FACTOR 

FUEL COST ADJUSTED Fm TAXES 
GPlF . w8.054 808.057 36,013,953 37,923,015 

3.0843 2.8647 04196 158 
00016 0.0016 o.oo00 1m0 

TOTAL FUEL COST FACTOR ROUNDED TO THE NEAREST .001 CEMSlKWH 3.086 2368 aeo i s 7  
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TRUE UP CALCULATION 

JURISDICTONAL FUEL REVENUE [UNE Blc) 
ADJUSTMENfS: PRIOR PERIOD ADJ 
TRUE UP PROVISION 
tNCENTIVE PRWISION 
OTWER MARKET PRGE VRUE UP 
TOTAL JURlSDlCTlONAL FUEL REVENUE 
ADJ TOTAL FUEL & NET PWR TRNS (LINE A7) 
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JURISDICTIONAL FUEL 8 NET POWER TAANSACTDNS 
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INTEREST PROVIStON FOR THE " M ( U N E  $10) 
TRUE UP L INT PROVlSlON BEG OF M X M E R I O b  
TRUE Up COLLECTED (AEFUNDEO} 
END OF PERlOO TOTAL NETTRUE UP (UNES 07 + DB +OB + DlO} 
OTHER' 

&WE M 'LINE b5 ' 1.00379 LOSS MULTIPLIER) 

COUECtK)N (LINE D3 - aS) 

PROGRESS ENERGY FLOFUOA 
CALCULMION OF TRUE-UP AND WEREST PROWSION 

DECEMBER 2003 

CURRENT MONTH 
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PERIDD TO DATE 

ACTUAL ESTIMATED DIFFERENCE PERCEHT 
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0 0 Q 
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