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H'HORANQUH 

Ap:-11 9, 1998 

TO : DIVISION OF RBCORDS AND REPORTING 

FROM : DIVISION OF AUDITING AND FINANCIAL ANALYSIS (VANDIVER) ()L) 
~E: DOCKET NO. 980007 -&I - - FLORIDA POWER & LIGHT COMPANY 

AUDIT REPORT - ENVUONKENTAL COST RECOVERY CLAUSE 
AUDIT CONTROL NO. 98-022-4 - l 

The above-referenced audit report is forwarded . Audit excep t ions document 
deviations frou the Uniform Syatem of Accounts, Commiss ion rule or order, 
Staff Accounting Bulletin and generally accepted accounting principles. Audi t 
disclosures ahow information that uy influence the decision process . 

The audit was ~repared uaing a micro computer and has been recorded on cwo 
diskettes (One is confidential.). The diskettes may be reviewed uslng IBH 
compatible equipment and LOTUS 1- 2-3 software . There are confidential working 
papers associated with this audit. 

Plea.se forward a coarplete copy of thb audit report to: 

Florida Power & Light Company 
Bill Wal ker 
215 South Monroe Street, Suite 810 
Tallahassee, Florida 32301-1859 

DNV/sp 
Attachment 
cc: Chairman Johnson 

Commissioner Clark 
Commissioner Deason 
Commissioner Garcia 
Co1111111ssioller Jacoba 
Mary Andrews Bane, Depu~y Executive Director/Technical 
Legal Servicu 
Division of Auditing and Financial Analysis (Devlin/Causaeaux/ 

File Folder) 
Division of Electric and G&a (Tev) 
Miami District Office (Welch) 

Research and Re&ulatory Review (H4rvey) 
Office of Public Coun-el 

DOCU,. no~ ••t 'A r 

A: h 10 o~ 



FLORIDA PUBLIC SERVICE COMMISSION 

DJVISJON OF AUDfl'JNG AND FINANCIAL ANALYSJ') 

BUREAU OF AUDITING 

Mlaml District Office 

FLORIDA POWER AND LIGHT COMPANY 

ENVIRONMENTAL CLAUSE 

YEAR END SEPTEMBER 30, 1997 

DOCKET ~0. 980007-EI 

AUDIT CONTROL NO. 98:m2-4-1 

~ - ~ ~ ~ 
~nd Gra111, Audil anager 

Gabby Leon, Audit Stoff 
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DMSION OF AUDITING AND FINANCIAL ANALYSIS 
AUDITOR'S REPORT 

MARCH 27 t 1998 

TO: FLORIDA PUBIJC SERVICE COMMISSION AND OTHER INTERESTED PARTIF.S 

We have applied the proc«fures 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-EI . Confidential information 
related to this audit bas been filed with the Division of Records and Reporting. 

This is an internal accounting report prepared after perfonniog a Hmited scope audit. Accordingly, 
this report should not be relied upon for any purpose except to assist the Cornmissioo staJf in tbe 
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 ~ts. the 
ut:iHty's books and records, maintained in conformity with the accowtting practices prescribed by 
the Florida Public Service Commission. The attached findtilgs discuss all differences and other 
matters which were noted during our examination. 



SUMMARY OF SIGNIFICANT FINDINGS 

In September 1997, Florida Power a.od Light Company included charges of S 180,002 to account 
511 .059, .. MaintcoaDce of Above Orowld Storage Ta.n.b," for the removal and installation of a new 
roof on fuel storage tank 2. 

SUMMARY OF SIGNIFICANT PROCEDURES 

Our audit was perfurmed by exmnining on a test basis, certain transactions and ~Wlt 
balances which we believe are sufficient to base our opinion. Our ex.amination 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 MCOncilcd with the general ledger, and accounts were 
scanned for error or inconsistency. 

Reviewed- The exhibitamountwaoe reooucilcd with the general lodger. The general ledger account 
balances were traced to subsidimy lodgers, and selective analytical review procedures were applied. 

Examlned -The exhibit amounts were reconciled with the general lodger. The general ledger 
account balances were trac:ed 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 acc::uracy. a.od substantiation documentation was examined. 

Plant: Examined Plant. Prepared an analyticw review and determined wb.icb accountslprogrruns 
had the highest varianu since the last audit Based on this review, nwcrial dollar items in the 
"Above Ground Storage Tanks," and the .. Oil Spill Clean" programs were judgementaUy selected 
and traced to source documentation. The "Noncontaineri.zed liquid Waste" program was also 
judgementally tested for material dollar items. 

Accumulated Depredation -Examined accwnulated depreciation. Recalculated depreciation 
expense for one month for the "Low Nox Burners", "Continuous Emissions Monitoring", "Clean 
Closure Equivalency", "Mainte:na:occ of Above Ground Storage Tanks", and the .. Noncontaineriz.ed 
Liquid Waste" prognun. 

Return On Investments -Recal.cuJated tbc :etum on investments for selected capital projects, 
recomputed equity and debt rati~s and traced the components of capital structure to source 
documentation. 
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True-up ProviJioo -Recalculated the total true-up and the interest calculation and agreed !he 
interest rate used to the Wall Stroc1 Journal Commercial Paper Rates. Agreed the prior true-up 
amount to the CommiJSion Order, and tl'\U'..up and interest beginning to the prior six month filing. 

Revenues - Compiled ~enues from th., revenue and l'llte report and reconciled them to the flJ!ng. 
Recalculated the Environmental Recovery Factor for each rate class for March 1997. Tile factors 
were agreed to the Environmental Recovery Factors in a PSC Order. 

Operating and Malbtenaoee Expensa - Ex.aJnined Operating and Maintenance Expenses. Staff 
selected a statistical sample of Operating and Maintenance Expense from the extract file of the 
general ledger using Audit Alwyzer. Based oo our analytical review, all material vouchers were 
tested related to accounts 511.059, "Maintenance of Above Ground Storage", 512 039, 
"Maintenance Boiler Plant-Continuous Emission Monitoring (Project No. 3b)," 514.089, 
Maintenance Miscellaneous Plant- Oil Spill Clean/Response Equipment," 5 14.179, Maintenance 
Miscellaneous Plant- Noncontainerized Liquid Was .. ~ - ECRC (Project No. 17)," and 524.139, 
Miscellaneous Nuclea Power Plant - Comction Account POM RCRA. Expenses related to 
employee labor were recalculated and some were traced to employee's time sheets. 

Other- Read the i.ntemaJ and extcmal audit reports and work papers for the twelve-month period 
ended September 30, 1997. Looked for items related to regulatory issues. 
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AUDIT DISCWSURE NO.1 

SUBJECI': Installation of Roof on Fuel Storage Tank 

STATEMENT OF FACI': 
In September 1997, Florida Power and Ugbt Compan)' included clwgcs of $180,002 to a.ocount 
S 11.059, "Maintenance of Above Ground Stonsge Tanks," (Project No. Sb) from Erectec:: Steel 
Productions of Alabama Inc. for the removal and installat!on 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 18, 1997 to 
Commission staff , submitting its "Retirement Unit Catalog" and stating that the catalog was 
implemented January 1, 1997. The rason tbe company did not capitalize the roof was because at 
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.S, of Order No. PSC-97-0236-FOF-El, states that •· when a minor item 
is replaced independently'ofthe retin:ment unit of which it is a part. the cost of the replacement 
should be charged to the maintcnaDce 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 QOSt at curtent prices of replacing without benerment shall be 
charged to the appropriate plant account" 

OPINION: The removal and installation of a new roof on the fuel storage tank may relate 10 a 
substantial betterment. This should be reviewed further by the staff analyst, and a determinati(ln 
should be made on how these clwges should be classified on the utility books. 

4 



F«aG.U 
.... hU 

Alltdl .... & LlaN c ..... 
111:11• 3 3COIII--.,a.-,...,.,, ......... ~~ .., .. ,.... o.e...~•-..wr 

EMtl 
Une 

,.... 
~ Olellllr ... I I D I I 3 j ,._, ... ~ 

i I!CIIIC ...... ('.etl ...... ~ t1.10Z.1'71 ...., -.GO -.aM ~ ...... ....... 
I ~ "owlll111 fOJ:IIr• NC.tM1M~ cs.mt cs.- cs.alt CU2II .... C$.Dit CS'.t"J 

I aa.c ""-- 'ss a CD ......... tJMaHI) tau& a.:aa iitQ1 .. .. ..., .. iJiliH 

.. ..-......I 1lllla.c eo.ta •. OUI~.,_a-.u.., 111115,175 474.- t..oo..a- 12,341) tet.tOI w..- .... 
VI It • CltiiW In u 3 1 ........ (F.-Gol8.U.t. .,. .... ... 4tt.-t0 me tS ~TO C• TaW...,, a$ rt ...., o..- tiiif.Oii iSi,M lii\M Ult 

• ~"'-7 (L.IJ:II·U.«) ·- 2U7'I Cllf,)«) .... MCIS1 (II ....... CJ,.05UIS} • 

• ........,,........,_Cl ... U.MJ 114 G2 ('.at CUIIt (1,10) (S,1Sl) (tt,Jq 

1 • 1"~'*10 ,.,_ TtwoUp a..__.,.,,, ..... , (IIUel .... •.m cm.mt .... 057...., ......,. 
• • Dollnod T..__ '-0....-....... t• 

.,.,.,. Cl-1A, u.. .. ..... ..... ..... ..... ..... ..... ..... 
• T~~ ....... f .. CieaU..a) 11..5211 ..... e.sa .... ua ua SS.t?, 

• ""'of ..... ~tJMa l*l+l..., ~ cove; ....,., g"§ tw.-at cum··~ Cllm.Mtl ; , 

11 .... ........... T .... ~ ................ 

11 ""' ........ , ....... ~---~ S7t.!54 !tC!IMt ~ .... I•B !EiD1i --~ 

, 

--- • · d - - - -~ -· -·· -· ·· · - .. 



F«MG.U 
.._.leU 

AIIWI'-&I.IgJIICI •• 4 
a. .... _ .... c..l"--fa... 

Clkd ' I ..... fllnltl'NHIII--. ......... ..... ,, a 1ttf ..... 
""' 

.... 
• ,.. - .., .... ...., ..... • I I ........ 
' KN:Aita-•oi"'-T-) 1121.- -- tl ,t27At4 t1,1tl,t415 lt,211,112 11.m.oa ti,IIIZ,J04 

I ~....,....~QPW-.. NC41-1ffl.f'OF.Q es.- -.- (IS,m) &U2It ~ AS2It ca.•nt 
, ICRCft11 I AfS' 'I ............. 1+2) til&f ...... '·m• UiUii 1liW t:m:m UiiAi 

• ....... • tltiiCIIIC Cola 
• • OUI~er-G.tA.LM., 131.101 . ...., ~ SWIII2 tM.tO ., .. ,...,.., 
~- Clipalll ... * rt....,.....,_.,,A,..,.., m.- .aut? aD,II!ID a M 3 !til (1\ c· Tlllll Jw' a a A .XC.. IHlif iiD6f fttbi 

' ~"--' cu-a·U..6cJ 231.,710 311.M CUA1 m11e ICUV 2IS,D) 2.120;CJO 

' ....._. ........... CF«WWG-M. U..1., Cl.oet (T.TIT) .... ..... CU3It (%77) C2I,IC7) 

7 ........... ,._.up ........ ~ C2.1os,ollt (1.-..:22) (1#J1,221) (1,,... fii2U1CI c:m,.II!Q) C2.m.-. 

• - Dlfllrnd nw.up ._ .... Jll ... till' 
cr.. ~MA. U.. I) .... .... ..... ..... ..... ..... .... 

• Trw-Up~ .... f IJCIMllna J) a.m a.m 1,1211 .... a.sa U2t ,.,., 
e IN al ...... nw.u,,.,._. M+J•7e"J ~;!!];! Si!!!!! l!;m~8'1t 011.104 CHO.Mt IQ%31 ti0,2ll 

" ... a .......... ,abl~ ................ 
11 ~aiPaWT..., NwtT,__tu- MO) 1uw.2!!i i!t!!!!! m.sw; ~ l!!u. SIQ,23I tiQ,2» 

-------

• •••••••• •••• ••• ··--



Allltda'-&LIQINCa ''"' lttlffll-•lltaCeo.t......,a... 
Catc.tC .o~ ...... ,..... ....... 

..... Pwtod ~-..... 'lll1 

.......a PteJ.Wcn(lnDolln) 
Eftdol 

Une ........ 
~ OclkiiMi( .... .... Dru ._ ......, ,.,.._ .... ,....... 

1 .......... ~~ 
(hlwloa,U..t+Je+10) S3,281 171,5154 , . ..., {lm.7SP) ~ (S111JIQJ {11.Sft,l1'&) 

I ..... ~ .................. 71,170 101,8 fllt1.t31) (C.II3t (f..., ~ ~ ..., tune 1+,_.a.a. ........ ., 
a Te&lloiSr_.w .. &&~ev~CU..1+2) set:&1 4ti7:0U MK:ii4 {it:W:al$ 

-· (iUiilb) 
ckni.:ih, 

• ----T,....U, -.-tune a a11J) $40A11 I8UG7 ~5:15) PIS nat (1341,1'71) ($1,101. OoCI CIUit.nt) 

I .......... {Finll DIIJol"• ....... , 15.~ ~ 5.A5000'Il ll.leODIM 5..41!101lC* 5..aiJICICN "'" 
I .,...... -.... {Finll D1iJ ots:. e • a w11 ......,, IS~ 5..«tti00Wt ~ 5.~ ~ 5.7....,. "'" 
r TaUI.,. a' ... blllne......_.tt-.tu-a••., ,~ tiiiiOOOi ;uaoooi tt:W w tufiiii&i "'" 
' .-.............,. RliiiiCUM r a U2) a.•tcoo. 5.41-- 5.70IJOOt6 5.l"'OIICM 5.......,. 5.lliii!Dft "'" • liiDniNr A-......_."* CUM I a11t2) O.«<IOft o...sta. o.~ 0.~ Cl.AI5.SSW OA542"A MIA 

10 ....... l'l'ewlebllw ... lllrll6 (lJDe. a LIM I) lilt !!! ~!! 1$1 ... i!i!!J i!;i!i i!U;!!j 

111111111111111111.1111 



Fladclll ..... & LWIIC ..... l' 
Iilii*• atlllc.t~a... 

C8 0 M ;fiJI ....... Trw41p~tDrr.Peflod 
Aci!J .. I, • .. ,.., 

................ a...., ....... .... ...... 
~ ~ !!I ... !!!Z ,.. .. !_!I I .,_. 

• • ....... True .. "'--' 
..._CWA,U.f+fa+10) 

~- ($1)W,2tt) (St.!m.ttst ($1 ,1..., ~ (a1Q.Mit ($7..-.sq 

QD I bAle nu..u,--.. ............. 
{UI;e 1+ ,._G.aA. ...._I +f) 

(t.'la.1'11) (t~ (t.123,.Git 0$1~4 ~ IOSts (U1QI'Q) 

s ToUlon e1 *•&.,...TNMtp(UMe1+2) (i3JHJ51) iUfil\54) Ciifi1.054 (itiitlhi iWU12J tintm; cs12J7(iii) 

• A-. n..4lp .......... •112J (S1.110,ft8t (11.113.527) cs, -"'.sz'l) {tMO.m) CSC.t51t (tSM7) Cll.'l7.171t 

• ............. tflnilO.,af._ c -~ 5.7«100'16 ~ ~ UI2IDIIft ~ 5.SIDI:IIM WA 

~ UDOIIC* 5.120CJCM ,...,.. ~ ~ lilA 

1 Toblaf? aa ..... ~ ......... R-. tu- •• ., ttW itW HW uw H.i4&16i n:w MIA 

• A_.. ............ f.,llafaUZ) ~ Utaoo. Ut~ UlliiOI7I& ~ s..s.ao. MIA 

• ......,,_.,... .............. tm) OAnSft GAS1!0S 0..~ ~ a....tn. Cl ... MIA 

... ....... ,.,......., .............. u.., ~ E!m ..,. (14,3ICI m,. l!'i ~ 

llllllllltiiiiiW•tli•••••• ·--- .. 



Commlssionen: 
JtJI.JA L. JOHNSON, 0WRw.N 
J. TEIUtY DEASON 
SUSAN F. CLAJU( 
JOE GARCIA 
E. LEON JACOBS, JR. 

Mr. BiU Walker 

• 

Florida Power cl Ugbt Company 
210 South Monroe, Suite 810 
Tall~, Florida 32301-1859 

STATE OF FLORIDA 

.. ' . .... . , -.. ,, ,, .. 
........ ·, .. ~ . ' . 

~ . . 
~ .. ~ ' .:_ 1 .. ., '-. 

April 10, 1998 

l'lMIICIH or llU'OIU» a ~~..a 
BlANCA S. BAYO 
DllECToa 
(ISO) 413-6 710 

Re: Docket No. 980007 - El- Florida Power &: Light Company 
Audit Report - Environmental Cost Recovery Clause 
Audit Congpl! 98-01.-2±~1.._ _________ _ 

Dear Mr. Walker: 

The enclosed audit report is forwanled for your review. Any company response filed with 
tbis offi~ within ten (10) work days of the above case will be forwarded for considcratjon by the 

staff analyst in the preparation of a recommendation for this case. 

The Division of Recon1s and Reporting is holdina the workpapers for which you requested 
confidential treatmeoL You have 21 daya from the audit exit conference, or April22, 1998 to file 
a fonnal request for Confidential Classification with the Division ofReconts and Reponing. 

Thank you for your cooperation. 

Sincerely, 

L~- ~~ 
8lllOC4 S. Bay6 (j 

BSB/cls 
Enclosure 
cc: Public Counael 

Division of Audit and Financial Analysis 
Steel Law Firm 

CAPITAL CUlCU omct Cr.NTU• 2540 8uurtfA.ID OAK lou LEV AJlD • T AUAIIASSLC. Fl. JlJ99-0150 
A a A ....... eAL~ Opflenully l:.plr, v 
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