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DATE: June 25,2010 
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Attached is the final audit report for the utility stated above. I am sending the utility a copy of 
this memo and the audit report. If the utility desires to file a response to the audit report, it 
should send a response to the Office of Commission Clerk. There were confidential work papers 
associated with th is  audit. 
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OFFICE OF AUDITING AND PERFORMANCE ANALYSIS 
AUDITOR’S REPORT 

June 23,2010 

TO: FLORIDA PUBLIC SERVICE COMMISSION 

We have performed the procedures enumerated later in this report to meet the agreed 
upon objectives set forth by the Division of Economic Regulation in its audit service 
request. We have applied the procedures to the attached schedules prepared by 
Florida Power and Light Company in support of its filling for Environmental Cost 
Recovery in Docket No. 100007-El. 

This audit is performed following general standards and field work standards found in 
the AICPA Statements on Standards for Attestation Engagements. This report is based 
on agreed upon procedures and the report is intended only for internal Commission 
use. 
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OBJECTIVES AND PROCEDURES: 

Plant in Service 

Objective: The objective of the audit was to verify the Environmental Cost Recovery 
Clause (ECRC) project-related plant additions, retirements, and adjustment for the 
period January to December 2009. 

Procedures: We reconciled Plant in Service from the filing to the general ledger. An 
analytical review was performed to determine the changes in each project. Based on 
this analysis, two new projects were selected for testing: the Martin Plant Drinking 
Water System Compliance (Project #35) and the Manatee Temporary Heating System 
(Project MI). A detail general ledger for these projects was requested and used to 
judgmentally choose a sample. We verified that the additions had appropriate 
supporting documentation and were recorded to the correct environmental project and 
account. The sample items were traced to work orders, invoices, and purchase orders. 
No errors were found. 

Construction of Work in Progress (CWIP) 

Objective: 
with the capital projects: 

1. Clean Air Interstate Rule (CAIR) (Project #31) 

2. Clean Air Mercury Rule (CAMR) (Project #33) 

The objective of this audit was to verify the net investments associated 

3. DeSoto Next Generation Solar Energy Center (Project #37) 

4. Space Coast Next Generation (Project #38) 

5. Martin Next Solar Energy Center (Project 39) 

Procedures: A detailed list of the charges was provided by the company and was used 
to choose the sample of these investment projects. We verified that the additions had 
appropriate supporting documentation and were recorded to the correct project and 
correct account. These sample items were traced to invoices, billing statements, 
purchase orders, contracts, and contract change orders. No errors were found. 
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Final True-Up 

Objective: The objective was to verify that the true-up was calculated correctly. 

Procedures: We recalculated the true-up and traced the interest rates to the approved 
interest rates established by the Commission. We traced the prior period true up to the 
last audit workpapers. No errors were found. 

Revenue 

Objective: The objective was to determine if the company applied the Commission 
approved cost recovery factor to actual KWH sales. 

Procedures: We prepared a schedule of revenues from FPL's Revenue and Rate 
Reports which summarize FPL's billing. We computed the factors by rate code and 
compared them to the last Commission order. We selected some customer bills from 
to verify that the proper environmental rate factors were used. No errors were found. 

Operation & Maintenance Expense 

Objective: The objective of the audit was to reconcile a sample of actual operation 
and maintenance project costs to the operation and maintenance projects listed in Form 
42-4 A. 

Procedures: The expenses in the filing were traced to the general ledger. A judgmental 
sample of the operation and maintenance expenses was selected for testing. The 
source documentation for these items was reviewed to ensure the expense was related 
to the Environmental Cost Recovery Clause and that the expense was charged to the 
correct account. No errors were found. 

Deferred Gain on Sales of Emission Allowance 

Objective: The objective of the audit was to report the monthly SO2 allowance 
expenses and NOX allowance expenses for 2009 including revenues, inventory 
amounts (tonnages and dollars), expensed amounts (tonnages and dollars), and the 
amount included in the working capital. 

Procedures: The Emission Allowances accounts 254.900 and 41 1.800 were traced to 
the general ledger. The proceeds from the largest sales were traced to the invoices. 
Amortization of the proceeds from one plant location was recalculated. The treatment 
of the Emission Allowances was made in accordance with Commission Order PSC-94- 
0353-FOF-El. 

Deferred Accounting Treatment 
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Objective: 
that FPL may have implemented for expenses incurred for approved ECRC projects. 

Procedures: The Company has none. 

Depreciation Expense 

Objective: The objective of the audit was to verify that the most recent Commission 
approved depreciation rates or amortization periods were used in calculating the 
depreciation expense (line 8a and 8b). The objective was also, to verify that the 
dismantlement expense (line 8c) was not included in depreciationlamortization expense 
(line 8a and 8b). 

Procedures: We recalculated the depreciation expense and the accumulated 
depreciation for the month of August 2009, and traced it to the general ledger. The 
depreciation rates were traced to the company's last depreciation study. We tested to 
determine if dismantlement expense was recorded in the depreciation expense when 
the recalculation of depreciation expense was performed. No errors were found. 

Objective: The objective of the audit was to verify if FPL reported any negative 
depreciation for any of the Environmental Cost Recovery Clause (ECRC) projects on 
the company filing, Form 42-8A. In addition, we were asked to review FPL's justification 
for each negative depreciation amount and include the applicable company workpapers. 

Procedures: We reviewed Form 42-8A in order to determine if there was any negative 
depreciation expense. We obtained schedules from FPL that calculated depreciation 
and reconciled the balances to the filing. In addition, we asked the company to provide 
a schedule of any negative depreciation expense. FPL stated there was none. 

The objective of the audit was to report any deferred accounting treatment 
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111. EXHIBITS 
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Florida Power (L Light Company 
Environmental Cost Recovery Clause 
Calculation of the Flnai T rwyp  Amount for the Period 
January through December ZOOS 

Line 
No. 

1 

- 
ECRC Revenues (net of Revenue Taxes) 

2 

3 

4 Jurisdictional ECRC Costs 

True-up Provision (Order No. PSC-08-0776-FOF-Ei) 

ECRC Revenuea Appllcabie to Period (Lines 1 + 2) 

a - O(LM Actlvlties (Form 42bA, Line 9) 
b - Capital Investment Projects (Form 42-7A, Line 9) 
c - Total Jurisdictional ECRC Costs 

6 

6 

7 

Over/(Under) Recovery (Line 3 -Line 4c) 

interest Provision (Form 42-34 Line IO) 

Prior Periods TrueYp to be (Coiiected)/Refunded in ZOOS 

a - Deferred T ~ d p  from 2008 
(Form 42-14 Line 7) 

8 

9 

True-Up Collected /(Refunded) (See Line 2) 

End of Period TrueYp (Lines 5*6+7+7a+8) 

10 Adjustmanta to Period Total TrueYp including interest 

11 End of Period Total Net True-Up (Llnes 9+10) 

Form 42-2A 
Page 1 of 2 

January February March Aprli May June 

$6,552,273 $6,531,467 $6,044,536 $6,548,128 $7,264,092 $6,066,158 

(212.850) (212.650) (212,850) (212,850) (212.850) (212.850) 

6,339,424 6,318,617 5,831686 6,335.278 7,051,242 7,853,308 

863.689 420,976 881,398 972,078 904.281 972,899 
3,568,472 3.666.797 4,022,291 4,506,116 4,872,809 5,398,863 
4,432,161 4,087,773 4.903.689 5,478,194 5,777,090 6,371,762 

1,907,262 2,230.845 927,998 857,084 1,274,153 1,481.546 

681 2.253 2.874 2,539 2,245 2,516 

(2,554,197) (433,404) 2,012.543 3,156,265 4,228,738 5,717.986 

2,694,222 2,694,222 2,694,222 2,694,222 2,694,222 2,694,222 

212.850 212,650 212.850 212,850 212.850 212,850 

2.289.867 4,735.814 5,879,535 6,952,009 6,441,256 10,138.168 
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Florida Power 6 Light Company 
Environmental Cost Recovery Clause 
CalCUlatlOII of the Final TNe-Up Amount for the Period 
January through December 2009 

Line ! No. - 
1 

2 

3 

4 Jurisdictional ECRC Costs 

ECRC Revenues (net of Revenue Taxes) 

True-up Provision (Order No. PSCQ8OTIS-FOF-EI) 

ECRC Revenues Applicable to Period (Lines I + 2) 

a - O W  Actlvities (Form 42-64 Line 9) 
b - Capital investment Projects (Form 42-74 Line 9) 
c - Total Jurlsdictlonal ECRC Costs 

Overl(Under) Recovery (Line 3 -Line 4c) 

Interest Provision (Form 42-34 Llne 10) 

Prior Periods TNe-Up to be (Collectedpefunded in 2009 

a -Deferred TrueA.Jp from 2008 

5 

6 

7 

(Form 42-14 Line 7) 

8 TrueA.Jp Collected /(Refunded) (See Line 2) 

9 End of Period TrueA.Jp (Lines 5+6+7+7a+8) 

10 Adjustments to Period Total TrubUp Including Interest 

11 End of Period Total Net True-Up (Lines 9+10) 

Form 42-2A 
Page 2 of 2 

End of 
Period 

July August September October November December Amount 

$8.889.481 $8,783.209 $8,875,079 $8.410.524 $7,447,649 $7.072.766 $90,485,363 

(212.850) (212.850) (212.850) (212,850) (2,554,197) 

8,662,229 8.197.674 7,234,800 6,659,917 67,931,166 

(212,650) (212,850) 

6,676,632 8,570.359 

1,207,913 1,156,245 830.059 654.122 929,303 1,516,352 11,309,315 
5.880377 6,227,834 6,643,962 7.225.848 8.099.553 8,463.672 68376,794 
7,088,490 7.384.079 7,474.021 7379,970 9,028,856 9,980.024 79,886,109 

1,588,142 1,186,280 1,188,208 317,705 (1,794,057) (3,120,107) 8,045,057 

2,990 2,897 2,750 2,752 2,536 2,041 29,074 

10,620,906 12,024,714 12,558.021 10,979,350 (2,554,197) 7.414.897 9,216,879 

2,694,222 2,694,222 2,694,222 2,694,222 2,694,222 2,694,222 

212,850 212,850 212,850 212,850 212.850 212.850 2,554,197 

11,942,149 13,344,177 14,747,984 15,281,291 13,702,620 10,797,404 8,074,131 

- 
---20 11,942,149 $13,344,177 $10,797,404 $8,074,131 
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Florida Power EL Light Company 
Environmental Cost Recovery Clause 
Calculation of the Finel True-up Amount for the Period 
January through December 2009 

interest Provision (in Dollan) 

Line 
No. - 
1 Beginning True-Up Amount 

(Form 42-ZA, Lines 7 + 7a + 10) 

2 Ending TrueYp Amount before interest 
(Line I + Form 42-2A, Lines 5 + 8) 

3 Total of Beginning IL Ending TrueYp (Lines I + 2) 

4 Average True-Up Amount (Line 3 x 112) 

5 

6 

7 

interest Rate (First Day of Reporting Month) 

interest Rate (First Day of Subsequent Month) 

Total of Beginning 6 Ending interest Rates (Lines 5 + 8) 

8 Average interest Rate (Line 7 x IIZ) 

9 

10 

Monthly Average interest Rate (Line 8 x 1/12) 

interest Provision for the Month (Line 4 x Line 9) 

Form 42-3A 
Page I of 2 

January February March April May June 

$169,074 $2,289,867 $4,735,814 $5,879.535 $8,952,009 $8,441,256 

2,289,186 4,733.561 5,876.661 6,949,470 8.439.011 10,135,652 

$2,458,260 $7,023.428 $10,612,475 $12,829,005 $15,391,020 $18,576,908 

$1,229,130 $3,511,714 $5,306,237 $6,414,503 $7,895,510 $9.288.454 

0.54000% 0.79000% 0.75000% 0.55000% 0.40000% 0.30000% 

0.79000% 0.75000% 0.55000% 0.40000% 0.30000% 0.35000% 

1.33000% 1.54000% 1.30000% 0.95000% 0.70000% 0.65000% 

0.66500% 0.77000% 0.65000% 0.47500% 0.35000% 0.32500% 

0.05542% 0.06417% 0.05417% 0.03958% 0.02917% 0.02708% 

$ 6 $  $ 2,874 $ 2,539 $ 2,245 $2,516 81 2,253 
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Florida Power 6 Light Company 
Environmental Cost Recovery Clause 
Calculation of the Flnai True-Up Amount for the Period 
January through December ZOO9 

Interest Provision (in Dollars) 

Line 
No. - 
1 Beginning True-Up Amount 

(Form 42-ZA, Lines 7 + 7a + I O )  

2 Ending TrueYp Amount before Interest 
(Line I + Form 42-ZA, Lines 6 + 8) 

3 

4 

6 

6 

7 

8 

9 

10 

Total of Beginning 6 Ending True-Up (Lines 1 + 2) 

Average True-Up Amount (Line 3 x 112) 

Interest Rate (First Day of Reporting Month) 

interest Rate (First Day of Subsequent Month) 

Total of Beginning 6 Ending Interest Rates (Lines 6 + 6) 

Average interest Rata (Line 7 x I n )  

Monthly Average interest Rate (Line 8 x 1/12) 

interest Provision forthe Month (Line 4 x Line 9) 

Form 423A 
Page 2 of 2 

End of 
Period 

Amount July August September October November December 

$10,138,168 $11,942,149 $13,344,177 $14,747,984 $15,281.291 $13,702,620 NIA 

14,745.234 15.278339 13,700,084 10,795,363 NIA 11,939,159 13,341,280 

NIA 

NIA 

0.25000% 0.22000% 0.22000% 0.20000% NIA 

0.22000% 0.22000% 0.20000% 0.20000% NIA 

0.47000% 0.44000% 0.420W% 0.40000% NIA 

0.23500% 0.22000% 0.21000% 0.20000% NIA 

0.01958% 0.01833% 0.01750% 0.01667% NIA 

$22,077,327 $25.283.429 $28,089.41 1 $30,026323 $28,981,375 $24.497.983 

$1 1,038,663 512,641,715 $14,044,705 $15,013,262 $14,490.688 $12,248,992 

0.35000% 0.30000% 

0.30000% 0.25000% 

0.85000% 0.55000% 

0.32500% 0.27500% 

0.02708% 0.02292% 

$2,752 $2,536 $2,041 $29,074 
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Fwida PaVera Imm cmnmy 
Envimnmemal Coal Recovely Clause 

Calculation of the Final TNWP A w n 1  lor the Period 
Janualy 2009 - December 2009 

Caortal ln-bnent ProiearRemverable Cos& 
(in hilar%) 

F m  42-7A 
Page 1 Of 2 

Line# PnieCttx 

'I haoiwn of Investment Pmjedr (A) 
2 Low NOx Burner TechmlcgyCapHal 

3b Continuous EmiuiMI Monitoring SystemsCaprtal 
4b Clean CIwurs Equivakncy-CapUal 
5b Maintenance of Stabbnary Above Gmund F W  

7 Rehate T u M e  Lube Oil Undergrwnd Piping 

8b Dii Spill Ckanupmerpcnre EquipmlCapilai 
10 Relocats Slum Water Runof f -Ca~l  
NA SO2 Allowancu-NegaUve Return on I w t m e n t  
12 Scherw Discharge PipatineCapiiai 

17b Disposal of Nonmntainerized Uquid WasteCapHal 
20 WwtaWef Dischwge Elimination 6 Reus8 
21 St Luck Tvme Net 
22 Pipline l~~ Management 
23 SPCC - Spill Prevenbbn. Control &Countermeasures 
24 Manatee Rebum 
25 F i  EveQladm ESP T e c h m h  
28 UST R e m 1  I Replacement 
31 CAlR Compliance 
33 CAMR Compliance 
34 St Luck Cd ing  Water Svstwn lnswdion & Maintenance 
35 Martin Plant Drinking Water Syslem Compliance 
38 RadDadive Waste Stwsge 
37 Oesoto Next Generah sdar E w  Center 
38 Spacs Coast Next Ge& Solar Energy Center 
39 Msrtin Neal Generah solar E m  Canter 
41 Manatee Tempwary HesSng System Pmjeu 
42 Turkey Pdnt Cooling Canal Monimring Plan 

storage TanksCapHal 

to Above Gmund-CapHal 

2 Total Investment P r o m .  RecoveraMe ccsb 

3 RemveraMe catt AII& m ~nergy 
4 Recoverab!e cosh Alloeakd to !Jamand 

5 Retail Energy Jurisdictiaral Fador 
8 Retail Demand J u r i s d i i a i  FaaW 

7 J u r i s d i l a l  Energj Recoverable Costs (E) 
8 Jurisdicbbnal Demand Recoverabk Costs (C) 

9 To!ai Jurisddnai Remverable Costs for 
hwamnt P r o w  (Lines 7 + 8) 

Nobes: 
(A) Each 
(E) Lima 3 x Llma 5 
(Cl Line4 XLiM6 

Totals mav mt ada due m mundiw. 

Total *am Reeaverabh Ewnsas MI Form 42-W. Line 9 

Actual AchA Actual Achai Actual Actual 6MOnth 
JAN FEB MAR APR MAY JUN SubTdal 

$88.201 
60.941 

313 
139,023 

128 

7.184 
788 

(21,890) 
5.165 

0 
19.881 
9.384 

0 
224.878 
380,300 
942,744 

5.514 

370.320 
0 

998 
0 

41.010 
8.587 

78.281 
0 

1244.509 

$67.789 
80.638 

312 
138,816 

128 

7.140 
767 

(21.771) 
5,154 

0 
19.827 
9.588 

0 
224.447 
389,184 
940,195 

5,503 
1,311,857 

380,907 
0 

2.251 
0 

70.144 
7.286 

94.033 
0 

$67,377 
80,327 

31 1 
138,209 

127 

7,101 
788 

(21,842) 
5,144 

0 
19.794 
9.578 

0 
224,229 
388,087 
937,843 

5.493 
1,360,886 

394.529 
0 

2,505 
0 

291,438 
7.865 

118.200 
0 

$86.865 
80.017 

310 
138,378 

127 

7,050 
785 

5,133 
0 

19,780 
9,579 

0 
273.780 
386.951 
935,094 

5,483 
1,532,443 
434,288 

0 
2.502 

0 
559,750 

14,678 
162,505 

0 

(21.954) 

$86.553 $ 66,141 $ 403.026 
79,712 79,407 481,041 

309 
138,568 

127 

7.186 
783 

5.122 
0 

19.728 
9,575 

0 
223,294 

932,589 

1,878,061 
465.91 1 

0 
2.499 

0 
891,866 
22,109 

223,841 
0 

(22.218) 

385.834 

5,473 

308 
138.180 

1 27 

7.543 
782 

(22.035) 
5,112 

0 
19,692 
9,572 

0 
222,799 
384,612 
930.220 

5.462 
1,609,519 
507,449 

0 
2,486 

0 
947.812 
37,299 

315.070 
0 

1.865 
830,975 

764 

43,204 
4,711 

(131,510) 
30,830 

0 
118.680 
57.254 

0 
1,343,437 
2.324.948 
5,818,485 

32.928 
8,970,855 
2,533,402 

0 
13.251 

0 
2,602.018 

95,824 
991.930 

O 
n 0 0 O 0 O 0 1 

$ 3,814,240 $ 3,713,794 $4,073.743 $4.583.833 $ 4,934,921 $5,467,587 $ 26,387,897 

1 1,625,984 $1,829,707 $1,853,482 $1,888,809 $1,711,120 $1,748,288 $10.055.387 
$ 1,988,258 52,084,087 $2,420,281 $2,878,824 13,223,800 $3,719,282 $ 18,312,530 

98.89281% 98.89281% 98.69281% 98.89281% 98.69281% 98.69281% 
98.78728% 98.76729% 98.70729% 98.78729% 98.7672996 98.76729% 

$ 1,804,728 $1.808.401 $ 1.831.845 $1.854.755 $1,888,749 $1,725,429 $ 9.923.805 

$ 3,568,472 $3,866,797 $4,022,291 $4.508.118 14,872,800 $5,398,863 $26,035,348 

$ i,w3.748 $2,058,396 $2,390,448 s2.84f.381 $3,184,060 $3,873,434 ~16,111,443 
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F-42-7A 
Paw2012 

$ 86.W $ 65.870 $ 85.450 $ 64.896 $ 64.143 $ 83.542 $ 389.915 $ 792.941 
79102 767W 784W 78.201 

137.770 

I26 

1.W 
781 

(21.652) 
5.101 

0 
19.659 
9,589 

137.359 

126 

6.135 
779 

121,616) 
5 . W  

0 
IP.625 
9 . B  

0 0 
222.302 221,806 
JBs.391 382,276 
928.193 928.553 

5,452 5,442 
1.928.361 2.W.702 

586.252 588.514 
0 0 

2.493 2.490 

136,941 

128 

6.356 
778 

(21.385) 
5.080 

0 
19.591 
9.863 

0 
221.m 
381.152 
924.590 

5,432 
2,154314 

621,873 
0 

2,481 
0 

1.206,y)8 
109,974 
795.314 

0 

135.534 

125 

8.586 
777 

(21.151) 
5.070 

0 
19.557 
9.W 

n. 
203.825 
379.407 
922.521 

5.421 

71.911 
303 

136,124 

125 

8.716 
716 

(rn.917) 
5.m 

0 
19.524 
9.556 

0 
188.3% 
377.858 
920.652 

5.411 
2157.242 2,374,992 

W.610 lM.871 
0 0 

2.w 2 m  
0 0 

1392.119 1.799.917 
183.992 211.283 

1,023,174 1.302.623 
0 14.W 
n n 

.~ 
77.- 
3M 

135.714 

125 

8.658 
774 

(20,683) 
5 . w  

0 
19.400 
9.553 

0 
185.985 
376.556 
919.747 

5.401 
2,597,297 

764.187 
0 

0 
1,478,570 

306.933 
1.805.948 

23.563 

2.477 

470.1lf 
1.826 

8m.447 

753 

50.315 
4.665 

(127.606) 
30.454 

0 
117,446 
57.387 

0 
1,241,623 
2,280.w 
5.542.256 

32.559 
13.387.126 
3.m.507 

0 
14,910 

0 
8,181,968 

912.919 
5.143.8w 

44.071 
0 

951.151 
3.692 

l.651.422 

1.517 

93.519 
9,376 

(259,116) 
61,280 

0 
235.106 
114,621 

0 
2.585.060 
4.805.398 

l1.160.74l 
65,407 

22,3%583 
6.433.909 

0 
28.161 

0 
10,786,986 
1 .W8.743 
5.735.730 

U.071 

3,408 
1324.389 

1AW 

86,325 
8.655 

58,566 
0 

217.944 
105.W 

0 
2.386.209 

60.450 
20,619,677 
5338.993 

0 
25.995 

0 
9.957.21 8 

931,141 
6,217.597 

4L,861 

$ 792,941 
951.151 

264 
127,033 

117 

7.194 
121 

(259.1 16) 
4,114 

0 
18.162 
6,617 

0 
198.651 

4.605.398 
11.160.141 

5.037 
1,716,306 

494.916 
0 

2.186 
0 

829.188 
77.5% 

516.133 
3,390 " 0 0 0 1 I 0 0 0 

s 5 . m . m  ~ 6 . 5 0 6 . 9 ~ ~  $6,726,274 s 7 b f 7 . 4 ~  ss.mz.iif 8.570.7- I 43.080.881 t 69,~,778 ~48,182,458 $ 21.286.320 

$1,782,589 $1.804882 SlBJ8.W $1.677.22€ $1,941,190 $ 1.987.079 1 11.210.953 $21,286,320 
$4,172,751 14,5w,M7 $4,892,268 $ 5.440.227 $6,280,921 $ 8,605,715 S 31,889,923 $ 46,162,450 

88.69261% 88.69261% 98.6926fK 88.69261% 98.89261% 98.69261% 
98.76729~ 98.76729~ 98. i rnzm 88.76729~ 98 .167~~9~  98.767~~9~ 
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