HEMORANDUM
April 9, 1998

TO:  DIVISION OF RECORDS AND REPORTING
FROM: DIVISION OF AUDITING AND FINANCIAL ANALYSIS (VANDIVER) w

RE:  DOCKET NO. 980007-EI -- FLORIDA POWER & LIGHT COMPANY
AUDIT REPORT - ENVIRONMENTAL COST RECOVERY CLAUSE
AUDIT CONTROL NO. 98-022-4-1

-----------------------------------------------------------------------------

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 principles. Audilt
disclosures show information that may influence the decision process.

The audit was prepared using a micro computer and has been recorded on two
diskettes (One is confidential.). The diskettes may be reviewed using IBM
compatible equipment and LOTUS 1-2-3 software. There are confidential working
papers associated with this audit.

Please forward a complete copy of this audit report to:

Florida Power & Light Company

Bill Walker

215 South Monroe Street, Suite 810
Tallahassee, Florida 32301-1859

DNV/sp
Attachment
ce: Chairman Johnson
Commissioner Clark
Commissioner Deason
Commissioner Garcia
Commissioner Jaccbs
Mary Andrews Bane, Depuly Executive Director/Technical
Legal Services
Division of Auditing and Financial Analysis (Devlin/Causseaux/
File Folder)
Division of Electric and Gas (Tew)
Miami District Office (Welch)

Research and Regulatory Review (Harvey)
Office of Public Counsel

DOCUMENT w1a ) npre




FLORIDA PUBLIC SERVICE COMMISSION

DIVISION OF AUDITING AND FINANCIAL ANALYSIS
BUREAU OF AUDITING

Miami District Office :

FLORIDA POWER AND LIGHT COMPANY
ENVIRONMENTAL CLAUSE

YEAR END SEPTEMBER 30, 1997
DOCKET NO, 980007-EIl
AUDIT CONTROL NO. 98-022-4-1

vy )

Grart, Audit Manager

Gabby Leon, Audit Staff
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DIVISION OF AUDITING AND FINANCIAL ANALYSIS
AUDITOR'’S REPORT

MARCH 27, 1998

TO: FLORIDA PUBLIC SERVICE COMMISSION AND OTHER INTERESTED PARTIES

We have applied the procedures described later in this report to audit the accompanying
schedules of the Environmental Cost Recovery Clause for the historical 12-month period ended
September 30, 1997, for Florida Power and Light Company. These schedules were prepared by the
utility as part of its petition for rate relief in Docket No. 980007-El . Confidential information
related to this audit has been filed with the Division of Records and Reporting.

This is an intemal 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 public use.

In our opinion, the schedules referred to above present fairly, in all material respects, the
utility’s books and records, maintained in conformity with the accounting practices prescribed by
the Florida Public Service Commission. The attached findings discuss all differences and other
matters which were noted during our examination.




SUMMARY OF SIGNIFICANT FINDINGS

In September 1997, Florida Power and Light Company included charges of $180,002 to account
511.059, “ Maintenance of Above Ground Storage Tanks,” for the removal and installation of a new
roof on fuel storage tank 2.

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:

Scanned - The documents or accounts were read quickly looking for obvious errors.

Compiled - The exhibit amount were reconciled with the general ledger, and accounts were
scanned for error or inconsistency.

Reviewed - The exhibit amount were reconciled with the general ledger. The general ledger account
balances were traced to subsidiary ledgers, and selective analytical review procedures were applied.

Examined - The exhibit amounts were reconciled with the general ledger. The general ledger
account balances were traced to subsidiary ledgers. Selective analytical review procedures were
applied, and account balances were tested to the extent further described.

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

Plant: Examined Plant. Prepared an analytica: review and determined which accounts/programs
had the highest variance since the last audit. Based on this review, material dollar items in the
“Above Ground Storage Tanks,” and the “Oil Spill Clean" programs were judgementally selected
and traced to source documentation. The “Noncontainerized Liquid Waste” program was also
judgementally tested for material dollar items.

Accumulated Depreciation -Examined accumulated depreciation. Recalculated depreciation
expense for one month for the “Low Nox Bumers”, “Continuous Emissions Monitoring”, “Clean
Closure Equivalency”, “Maintenance of Above Ground Storage Tanks", and the ** Noncontainerized
Liquid Waste” program.

Return On Investments -Recalculated the return on investments for selected capital projects,
recomputed equity and debt ratips and traced the components of capital structure to source
documentation.




True-up Provision -Recalculated the total true-up and the interest calculation and agreed the
interest rate used to the Wall Street Journal Commercial Paper Rates. Agreed the prior true-up
amount to the Commission Order, and true-up and interest beginning to the prior six month filing.

Revenues - Compiled revenues from the revenue and rate report and reconciled them to the filing.
Recalculated the Environmental Recovery Factor for each rate class for March 1997. The factors
were agreed to the Environmental Recovery Factors in a PSC Order.

Operating and Maintenance Expenses - Examined Operating and Maintenance Expenses. Staff
selected a statistical sample of Operating and Maintenance Expense from the extract file of the
general ledger using Audit Aunalyzer. Based on our analytical review, all material vouchers were
tested related to accounts 511.059, “Maintenance of Above Ground Storage”, 512039,
“Maintenance Boiler Plant-Continuous Emission Monitoring (Project No. 3b)," 514.089,
Maintenance Miscellaneous Plant - Oil Spill Clean/Response Equipment,” 514.179, Maintenance
Miscellaneous Plant - Noncontainerized Liquid Wasies - ECRC (Project No. 17),” and 524,139,
Miscellaneous Nuclear Power Plant - Correction Account PGM RCRA.  Expenses related to
employee labor were recalculated and some were traced to employee’s time sheets.

Other - Read the intemal and external audit reports and work papers for the twelve-month period
ended September 30, 1997. Looked for items related to regulatory issues.




AUDIT DISCLOSURE NO. 1

SUBJECT: Installation of Roof on Fuel Storage Tank

STATEMENT OF FACT:

In September 1997, Florida Power and Light Company included charges of $180,002 to account
511.059, “Maintenance of Above Ground Storage Tanks,” (Project No. 5b) from Erectecd Steel
Productions of Alabama Inc. for the removal and installation of a new roof on tank 2. An
explanation of why these charges were expensed and not capitalized was requested from the
company.

Commission Order No. PSC 97-0236-FOF-El states that the utility shall implement a list of
retirement units and minor items of property in conformity with the Commission’s “List of
Retirement Units,” (Electrical Plant).

The company provided a list of retirement units and a letter dated February !8, 1997 to
Commission staff , submitting its “Retirement Unit Catalog” and stating that the catalog was
implemented January 1, 1997. The reason the company did not capitalize the roof was because it
was not on the retirement unit list. The tank is on the list and therefore, they consider any work done
to the tank as maintenance.

However, section 5 (c), P.5, of Order No. PSC-97-0236-FOF-EI, states that * when a minor item
is replaced independently of the retirement unit of which it is a part, the cost of the replacement
should be charged to the maintenance account appropriate for the item, except that if the
replacement effects a substantial betterment (the primary aim of which is to make the property
affected more useful, more efficient, of greater durability, or of greater capacity), the excess cost of
the replacement over the estimated cost at current prices of replacing without betterment sha!l be
charged to the appropriate plant account.”

OPINION: The removal and installation of a new roof on the fuel storage tank may relate to a
substantial betterment. This should be reviewed further by the staff analyst, and a determination
should be made on how these charges should be classified on the utility books.



"

ECRC Revenies (1ol of Revenue Taxe:)

Truewp Provision {Order No. PEC-38-11T1-FOFEI)
ECRC Revenues Applicable to Perlod (Lines 1 + 2)
Jurisdictional ECRC Costs

a - O&M Activities (Form £2-8E, Line 9)

b - Capital investment Projects (Form 42-TE, Line §)
c- Total Jurisdicional ECRC Costs

Ower{Under) Recovery (Line 3 - Line 4c)

Inte-sal Provislon (Form 42-3E, Line 10)
Beginning Balance True-Up & Inferest Provision

a + Deferred True-Up from October 1996 to March 1886
(Form 42-1A, Line 3)

True-Up Collecied ARefunded) (See Line 2)

End of Period True-Up (Lines +§47+72+8)
Adjustments to Period Total Trus-Up Including Interest
End of Period Total Net True-Up (Lines §+10)
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Form 42-2A

Pageloll
Florida Power & Light Company
Environmantsl Cost Recovery Clauza
Calculation of ihe Final True-up Amount for the Period
Aprll to Seplember 1907
End of
Line Period
. L . oy e Sy Mugust  Seplesber Asmoust
1 ECRC Reverwes (nal of Revenus Taxes) $021,508 $850,085 $1.127414  $1190145  $1210312 $1.2065082  $6.05.704
2 True-up Provicion (Order No. PSC-88-11T1-FOF £1) (=.52 E.529 (5.520) B.529) (=3 (5.528) [@3.473
3 ECRC Revenues Applicable fo Period (Lines 1 + 2)
4 Jurisdictional ECRC Costs
:-muﬂ-mmmn‘" 138,801 188,360 232,288 342,502 104813 ﬂ.m 1585788
- Capitsl investment Projects (Form A, Lina 9)

o ¢+ Total Jurlsdictional ECRC Costs ﬁ ﬁ ﬁ ﬂ H
§ Ouvesf{Under) Recovery (Line3 -Linedc) 230,780 2010489 400,847 2218 sa rer 205230  2.120470
§  Interest Provision (Form 4234, Line 10) (8,045) aTm ©.220) (4,320) @239 @m (@9,947)
7  Bagi-ning Balance Trus-Up & Interest Provision (2,103,068  (1.888.022) (1.e07221) (1,190,205 @25010) @752 (103,008

a - Deferred True-Up from Aprll to September 1997
(Form 42-1A, Line 3) 69,608 69,808 69,606 66,608 €9,808 69,6068 69,608
% True-Up Coliected {Refunded) (See Line 2) 5520 5529 8529 8,520 5529 5520 nIm

2 End of Period True-Up (Lines 5+5+T+7a4§)

10 Adjustments io Perlod Total True-Up bickuding interest

11 End of Period Tetal Net True-Up (Lines $440) FITTIe  RIASATE  GLImass  (7Si0q (ai0se) w0 $007%
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Form 42-3A

Poge1el2
Florida Powar & Light Company
Environments! Cost Recovery Clause
Calcutation of the Final Trus-up Amount
for the Perlod October 1996 to Blarch 1087
interes!t Provision (in Doliars)
End of
Line Feriod
No. October Navembar Decamber Janusry Fabruary Iarch Amount
1 Beglnning True-Up Amount
(Form £2-2€, Lines T ¢ Ta ¢ 10) 281 $78,554 $108881  (3083,767) (S4U5.062) (S187.943) (31.378.570)
o 2 Ending True-Up Amount before interest 78,370 108,450 (881,931) (492,693) (188.3096) (2.028.304) (3.402.495)
fLine 1 + Form 42-2E, Lines 6+ 8)
3 Toial of Beginning & Ending Trus-Up (Lines 1 + 2) 361,691 {3 TR
4  Aversge Truellp Amount {Line3 x 1/2) $40.818 $83.507 (3384525) (3808230)  (BMLITH) (31,100.124) (32.380.736)
6  interest Rate (First Day of Reporing Month) 5.44000% 5.38000% 545000%  SS5000%  S5.45000%  5.43000% WA
¢ inferest Rats (First Day of Subsequant Month) 5.38000% 5.85000% NIA
T  Totsl of Baginning & Ending Interest Rates (Lines & ¢ 6) 10.82000% NA
% Average Interes! Rate (Line T x U2) 5.41000% NA
% Monthly Average inferest Rate (Line 8 x 1/12) 0.45083% NA
10 interest Provision for the Month (Line 4 x Line ) KL (L0 IS T S I )
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Form 423A

Page2ol2
Florida Power & Light Compsny
Environmental Cost Recovery Clause
Calculation of the Final True<usp Amount for the Perlod
Apid fo Seplamber 1997
interest Provision (in Dofare) .
End of
Line Period
o Aot May une Ay  August  Seplember Amount :
1 Beginning True Jp Amount
{Form 4224, Lines T 4 7a + 10) (320004000 $179T216) (157615 G1,120050 (7S04 (3210.240) (37.484,500)
© 2 Ending TrueUp Amount before interest
{Line 1 ¢ Form 4224, Lines 6+ §)
3 Tolal of Beginning & Ending True-Up (Lines 1+ 2)
4 Average True-Up Amourd iLine 3 x 1/2)
§  Interest Rate (First Day of Reporting Month)
€ interes! Rute (First Day of Subsequent Month) WA
7 Total of Baginning & Ending inlerest Rates (Lines § + §) TI50000%  11.22000%  11.22000%  11.30000%  11.14000% 11.00000%  MA
8  Average interest Rade (Line 7 x 4/2) A
®  Monthly Average interest Rate (Line 8 x 412) e
0

Enfarest Provision for the Menth (Line 4 x Line §)
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STATE OF FLORIDA

Commissioners: Division OF RECORDS & REPORTING
JULIA L. JOHNSON, CHAIRMAN BLANCA S. BAYO
DIRECTOR

J. TERRY DEASON

SUSAN F. CLARK i (850)413-6770
JOE GARCIA ‘,.
E. LEON JACOBS, JR. =Y
Public Serbice Commission
April 10, 1998

Mr. Bill Walker

Florida Power & Light Company
210 South Monroe, Suite 810
Tallahassee, Florida 32301-1859

Re: Docket No. 980007 - EI - Florida Power & Light Company
Audit Report - Environmental Cost Recovery Clause
Audit Control # 98-072-4-]

Dear Mr. Walker:

The enclosed audit report is forwarded for your review. Any company response filed with
this office within ten (10) work days of the above case 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. You have 21 days from the audit exit conference, or April 22, 1998 to file
a formal request for Confidential Classification with the Division of Records and Reporting.

Thank you for your cooperation.
Sincerely,
Blanca S. Bay6 Ma‘
BSB/cls
Enclosure

cc: Public Counsel
Division of Audit and Financial Analysis
Steel Law Firm

CAPITAL CIRCLE OFFICE CENTER » 2540 SHUMARD OAK BOULEVARD * TALLAHASSEL, FL 32399-0850

An Affirmstive Action/Equal Opportaaity Emple, >r
Public Service Commission Website: wwwLueri.oet/Public Servic: Commission Isternet E-mail: contact@pacs--teflusy
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