MEMORANDUN
October 23, 1998

TO: DIVISION OF RE.ORDS AND REPORTING
FROM: DIVISION OF AUDITING AND FINANCIAL ANALYSIS (?&HDIVER)O}
RE: DOCKET NO. 980002-EG -- FLORIDA POWER & LIGHT COMPANY

CONSERVATION AUDIT REPORT - SIX-MONTH PERIOD ENDED MARCH 31, 1998
AUDIT CONTROL NO. 9B8-173-4-1

The above-referenced audit report is forwarded. Audit exceptions document
deviations from the Uniform System of Accounts, Commisslon rule or order,

Staff Accounting Bulletin and generally accepted accounting principles. Audit

disclosures show Information that may Influence the decislon process,

The audit was prepared using a micro computer and has been recerded on three
diskectes (One 1s confldential.). The diskettes may be reviewed using IBM

compatible equipment and LOTUS 1-2-3 software. There are confidential working

papers assoclated with cthis audic,
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
cc: Chairman Johnson
Commissioner Clark
Commissioner Deason
Commissioner Garcla
Commissioner Jacobs
Mary Andrews Bane, Deputy Executive Director/Technical
Legal Services
Division of Auditing and Financlal Analysis (Devlin/Causscaux/
File Folder)
Division of Electric and Gas (Colson)
Miami District Office (Welch)

Research and Regulatory Review (Harvey)
Office of Publiec Counsel
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FLORIDA PUBLIC SERVICE COMMISSION

DIVISION OF AUDITING AND FINANCIAL ANALYSIS
BUREAU OF AUDINTNG

Miami District Office

FLORIDA POWER AND LIGHT COMPANY
ENERGY CONSERVATION COST RECOVERY AUDIT
HISTORICAL SIX MONTHS ENDED MARCH 131, 1998

DOCKETED NO. 980002-EG
AUDIT CONTROL NO. 98-173-4-1
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Radymond Grant, Audit Manager
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/ Yen Ngo, Audit Staff
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L. Welch, Audit Supervisor
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DIVISION OF AUDITING AND FINANCIAL ANALYSIS
AUDITOR'S REPORT

OCTOBER 15, 1998
TO:; FLORIDA PUBLIC SERVICE COMMISSION AND OTHER INTERESTED PARTIES

We have applied the procedures described later in this report to audit the Conservation True-
Up schedules for the historical 6 month period ended March 31, 1998, for Florida Power and Light
Company. These schedules were prepared by the utility as part of conservation recovery Docket No.
980002-EG. There is confidential information associated with this audit. The exit conference was
held on October 20th, 1998. 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 1o 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.




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. The following definitions apply when
used in this report:

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

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

Reviewed - The exhibit amounts 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 genceral ledger
account balances were traced to subsidiary ledgers. Sclective analytical review procedures were
applied, and account balances were tested to the extent further described.

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

PLANT: Examined the Capital Investments , Depreciation and Return schedules CT-3. The
capital investments for Residential Load Control (*On Call™) additions of $1,622,356 for October
1997 was agreed to detail plant records. The capital investments for Conservation Common
additions of $1,025,283 for January 1998 was also agreed to detail plant records. For ihe capital
investment conservation-common staff tested $ 96,966 or 9.46% ($96,966/$1,025,283) of additions.

ACCUMULATED DEPRECIATION:  Examined Accumulated Depreciation. Recalculated
accumulated depreciation using the information from the Mechanized Status Report System for
October 1997 through March 1998..

REVENUE: Examined Revenues. Recalculated revenues from the Revenue and Rate Report and
agreed amounts to the true-up schedules. Recalculated the factors for the rate codes in the Revenue
and Rate Report used to bill customers.

EXPENSES: Examined Expenses. Staff selected a statistical sample of expenses from the extract
file of the general ledger using audit software. Examined depreciation expense. Selected the months

of February 1998 and March 1998 and recalculated depreciation expense for judgementally
selected accounts.

TRUE-UP: Recalculated the true-up and verified the beginning true-up to the orders and to the

2



interest rates in the Wall Street Journal Commercial Paper Rates. Agreed the prior true-up amounts
to the Commission Order, and the beginning true-up to the prior six month filing.




B. CONSERVATION PROGRAM REVENUES
1. & RESIDENTIAL LOAD CONTROL CREDNT
b CA- PENALTIES
¢ BUSINESS ENERGY EXPO

2. CONSERVATION CLAUSE REVENUES
(NET OF REVENUE TAXES)

1 TOTAL REVENUES

4. ADJUSTMENT NOT APPLICABLE TO
PERIOD - PRIOR TRUE-UP

5. CONSERVATION REVENUES APPLICABLE
TO PERIOD (Lina BJ + B4)

6. COMSERVATION EXPENSES
{From CT-3, Page 1, Lino 33)

7. TRUE-UP THIS
{Una BS - Line BS)

B. INTEREST PROVISION FOR THE MONTH
(From CT-3, Page 3, Line C10)

9. TRUE-UP & NTEREST PROVISION
BEGINNING OF MONTH

2. DEFERRED TRUE-UP BEGINNING
OF PERIOD

10. PRIOR TAUE-UP COLLECTED (REFUNDED)

11. END OF PERIOD TRUE-UP -
RECOVERY (Lino B7+B8+89+B84+810)

NOTES: { ) Rellocts Underrecovory

FLORIDA POWER & LIGHT COMPANY
CONSERVATION TRUE-UP & INTEREST CALCULATION
OCTOBER 1997 THROUGH MARCH 1958

' ACTUALS
OCTOBER  NOVEMBER DECEMBER  JANUARY  FEBRUARY MARCH TOTAL
$0 $0 ® £ 0 ] ]
]
0
17787808 14930488 14225220 15243829 13677295 13702348

(1421871)  (1A1871)  (L418T1)  (1421LE71)  (1LA218TY)  (1.421871) @.531.22%
TR USRS RS RS TS AR
ISTISA3S 12901622 12008837 12072115 11,190.209 15258014 mATH

(48,108 (93100 (04

nrmy (4,859 @880 (143,047
B.531.22%)  (B.508,850) (4508,000)  (2.442.004) TIEST 3144130 .53 223
2943.801)  (2943,831) (2943.931)  (2943,991) (e438N) mn 2.942,801)
1,421,871 1,421.8M 1.421.8T1 142181 142,871 14218 8,531,220
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FLOR.OA POWER & LIGHT COMPANY
Schedule of Capltal Investment, Depreciation and Return

ECCR Common
For the Pertod October 1997 through March 1998
Baginning Lina
Dascription ol Period Oclober  November December  January  February March Tolll Mo
Investment (Net ol Ratirements) $0 $0 $0 $1,025.283 $6.855 $16413 §$'048351 1.
Depreciation Base

Depreciation Expense (a)

120430 120439 120439 137963 133004 138449 202842 3.

Cumulative invesiment (Line 2) $7.768332 7768332 7.768332 7,766332 8791815 B798270 8,814,689 4

Less: Accumulated Depreciation

Net Investment (Lina 4 - 5 ) S 418438

2347834 2477333 2808772 2721

na
2874154 2012288 3,150,738 na 5
3 __S5.288.999 3§5.158.5650 35030121 35517421 35785963 356611 8

Average Ne Investment $5.353,719 $5224.280 $5,004.841 $5473771 $5851,702 $5,724,965 va T
Retumn on Average Nel Invesimant B
a. Equity Component (Line 7 * 4.9255% /12) (b) 21975 21443 20912 22468 24,019 23499 134315 Ba
b. Equity Comp. grossed up for tlaxss (Line 8a/.61425) 35,775 34910 34,045 %8577 39,108 30256 218,866 &b
¢. Debt Component (Line 7 * 4.3842% 112) 19,471 18,000 18,529 19,907 21282 20,821 119,000 &c
Total Retum Requirements (Line 8b + 8c) S X L N2 YC S S N - M- /.1 S
Total Depreciation & Return (Line 3 + 9) $184,584 llm- $182013 _ $184.487 _ $198.478 _ $197.525 $1.140517 10.
(a) Deprecialion expense is based on the "Cradie-lo-Grave®

mathod ol accounting.
tb}ﬁummmmah 12.0%, per FPSC Order No. PSC-83-1024-FOF-EI, Docket No. S30812-E1,



FLWAFWEHEUGHTCWPA.HT
mawﬁm Depreciation and Return

For the Period October 1997 through March 1998

Descripion m Oclober  November December January February  March Total Lr:
Investment (Net of Retirements) $0 $0 $0 $0 . %0 $0 0 1.
Degreciation Base ~2559,132 2559132 2.559.132 2550132 132 1 na 2
Depreciation Expense (a) 652 42652 652 3
Cumutative Invesiment (Lina 2) $2559,132 2559132 2,550,132 2550,132 2550,132 2,559,132 2,558,132 M 4
Less: Accumulated Depreciation (c) 1767333 1809991 1852643 1895206 1,937,948 1,980,600 2,023.252 na S,
Nel lnvestment (Line 4 -5 ) : oaae  SoE S TEIT TEE $57E 53T §SI5.570 &
Average Nel Investment $TI0AGS $727814 $685,162 $842510 $599,858 $557.206 nMa T
Return on Average Net Investment a
a. Equity Component (Line 7 * 4.9255% /12) (b) 3,162 2,987 2812 2,637 2482 2287 18349 Ba
b. Equity Comp. grossed up for taxes (Line 8a/.61425) SM8 4863 4578 423 4008 3723 20818 @
€. Debt Component (Line 7 * 4.3642% 112) 2,802 2.647 2432 2337 2182 2,028 14,488 Bc
(TS ST RaaON G (09 85 7 5] 7957 TS0 700 GBS BV 5./50 2T 0T 6.
Total Depreciation & Retum (Lina 3 + 9) ' ’ g -

Deprociation expense is based on the “Cradie-io-Grave” method of
Eimmmmmm 1ﬂwmmmm1MMmm1m.




STATE OF FLORIDA

Commissioners. Devimion oF REcoDs & RErORTISG
JULIA L. JOMNSON, CHAIRMAN BLANCA 5. BAYD
). TERRY DEASON DIRECTOR
SUSAN F. CLARK oAl (850)413-6770
JoE GARCIA #‘.’_ ./
— w1

E. LEON JACORBS, JR.

October 27, 1998

Bill Walker, Vice President
Regulatory Affairs

Florida Power & Light Company
215 South Monroe Street, Suite 810
Tallahasse, Florida 32301-1859

Re: Docket No. 980002 - EG - Florida Power & Light Company
Audit Report - Conservation - Six-month Period Ended March 31, 1998
Audit Contro] # 98-173-4-]

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.

Thank you for your cooperation.
Sincerely,
B s B
Blanca 5. Bayo
BSB/abf
Enclosure
cc:  Division of Audit and Financial Analysis
Charles Guyton, Esquire

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

An AMrmative ActioaEqual Oppartusity Employer
Public Serviee Comminsion Websiie: wwwlscrinet faternet E-mail; contact g pacstate.Mus
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