FILED 5/9/2018
DOCUMENT NO. 03586-2018
FPSC - COMMISSION CLERK

-> - -> -
JHublic Berfice Qommizsion
CAPITAL CIRCLE OFFICE CENTER @ 2540 SHUMARD OAK BOULEVARD
TALLAHASSEE, FLORIDA 32399-0850

-M-E-M-O-R-A-N-D-U-M-

DATE: May 9, 2018
TO: Office of Commissi’zn Clerk
FROM: Lynn M. Deamef

RE: Docket No.: 20180001-EI
Company Name: Florida Power & Light Company
Company Code: EI802
Audit Purpose: A3a: Fuel Cost Recovery Clause
Audit Control No: 2018-019-4-1

ief of Auditing, Office of Auditing and Performance Analysis

Attached is the final audit report for the Utility stated above. Iam 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 are confidential work papers
associated with this audit.

LMD/cmm
Attachment:  Audit Report

e Office of Auditing and Performance Analysis File



State of Florida

Public Service Commission

Office of Auditing and Performance Analysis
Bureau of Auditing
Miami District Office

Auditor's Report

Florida Power & Light Company
Fuel and Purchased Power Cost Recovery Clause

Twelve Months Ended December 31, 2017

Docket No. 20180001-EI
Audit Control No. 2018-019-4-1
April 27,2018

. oo SFY
(! 13 ¥ N

Gabriela Leon
Audit Staff

o | I A (AR
Iliana H. Piedra
Audit Manager

NCLET 7
Marisa Glover

Reviewer




Table of Contents
Purpose.....coeccrneernenccerenecencncenee rreveeraseessasaeerneesannee vereesrnessssaneenns veveeeaeneesnneenes ttessaeeesareesrreseraanans e 2
Objectives and Procedures........cc.cocevueeveneracnns vreeesnresssesssossntesatesresaas rreersreesaereserenesaresenntese cereesrenenes 3
Audit Findings
NODE....cveereeereerecreeeerneereeee tresereeraressnressanantesrassstesasesannesnnes reeerseseeeesseeeaesnnessananaes vresserennesenersons 7
Exhibits
I:  True-up....ccccccreevreans rereertestrarertesassebaeeaaeesnenasneseraesanns rereraeesereeaneesanesraresaasentes veersresseneensessanes 8



Purpose

To: Florida Public Service Commission

We have performed the procedures described later in this report to meet the objectives set forth
by the Division of Accounting and Finance in its audit service request dated January 18, 2018. We have
applied these procedures to the attached summary exhibit and to several related schedules prepared by
Florida Power & Light Company in support of its 2017 filing for the Fuel and Purchased Power Cost
Recovery Clause in Docket No. 20180001-EI.

This audit was perfofmed following General Standards and Fieldwork Standards found in the
AICPA Statements on Standards for Attestation Engagements. The report is intended only for internal
Commission use. :



Obijectives and Procedures

General
Definitions

FPL/Utility refers to the Florida Power & Light Company.
FAC refers to the Fuel and Purchased Power Cost Recovery Clause.

Revenues

Objectives: The objectives were to determine the actual Kilowatt Hours (KWH) sold for the period
January 1, 2017, through December 31, 2017, and whether FPL applied the Commission approved cost
recovery factor to actual KWH sales for the FAC.

Procedures: We computed revenues using the factors in Order No. PSC-2016-0547-FOF-EI, issued
December 5, 2016 and actual KWH sales from the Fuel Revenue Reports and reconciled them to the
FAC. We selected a sample of residential and commercial customers’ bills for the period and
recalculated each to verify the use of the correct tariff rate. This work was performed jointly with the
revenue portions of the other clause audits of Florida Power & Light. The work product is contained in
Docket No. 20180001-EI, ACN 2018-019-4-1. No exceptions were noted.

Expenses

Objectives: The objectives were to review the expenses which the Utility included in the FAC and to
determine whether those expenses are properly recoverable based on the requirements established in
Order No. 14546, issued July 8, 1985.

Procedures: We reconciled fuel expenses in the FAC to the general ledger. We reviewed and sampled
fuel expenses reported on Schedules A-1 and A-2 and other supporting documentation to determine that
fuel expense included in the FAC complied with the requirements of Order No. 14546. No exceptions
were noted.

Objectives: The objective was to determine whether generation-related gains derived from non-
separated wholesale energy sales were credited to the FAC as required in Order No. PSC-2000-1744-
PAA-EI, issued September 26, 2000.

Procedures: We selected one month of Energy Marketing energy sales transactions to sample for the
period. The transactions were traced to invoices, and Energy Marketing reports. The gains were
recalculated and the credit was traced to the FAC. No exceptions were noted.

Objective: The objective was to determine whether energy payments to qualifying facilities on
Schedule A-8 are based on the appropriate standard offer or negotiated contract rate.

Procedures: We selected a sample of energy payment transactions for the period. The payments were
traced to purchase statements, invoices and billing statements. No exceptions were noted.



Objectives: The objective was to determine whether the payments for firm natural gas storage were
recorded according to the terms and conditions of the Storage Service Agreement between FPL and Bay
Gas Storage Co., Ltd.

Procedures: We tested a sample of vendor invoices and agreed the quantities and costs to the terms and
conditions of the gas storage agreement. No exceptions were noted.

Objective: The objective was to determine whether the firm transportation service (FTS) charge for
transporting natural gas agrees with the FTS rate schedules from the pipeline company’s tariff.

Procedures: We sampled FTS payments and traced them to the vendor invoices, FPL purchase
statements and to the pipeline company’s posted tariffs. No exceptions were noted.

Objectives: The objective was to determine whether purchased power payments on Schedule A-7 were
supported by proper source documentation.

Procedures: We obtained and sampled purchased power payments. We recalculated and traced the
sample to the true-up schedules. The true-up schedules were verified and the prior months fuel costs
were reconciled to actual invoices. No exceptions were noted.

Inventory

Objectives: The objectives were to determine whether semi-annual coal inventory surveys were
completed and that inventory adjustments to coal supplies were made as required in Order PSC-1997-
0359-FOF-EI, issued March 31, 1997.

Procedures: We obtained FPL’s coal inventory analysis, inventory adjustment and survey reports. The
adjustments were recalculated and reconciled to the survey reports and inventory analysis. We verified
that the inventory adjustment calculations were consistent with the requirements of Order No. PSC-
1997-0359-FOF-EI. The inventory adjustments were traced to the FAC and the general ledger. No
exceptions were noted.

Other

Objectives: The objective was to determine whether the Utility has credited vendor rebates or refunds
to its recoverable fuel costs.

Procedures: In our various sample selections of the fuel costs in the FAC, we did not determine that
any invoices included any rebates or refunds. Additionally, we obtained a statement from the Utility
confirming that, during 2017, no vendor rebates or refunds were received. The Utility also stated that if
they were to receive rebates or refunds, that the amounts would be credited to its recoverable fuel costs
in the FAC.

Objective: The objective was to determine whether service hours, reserve shutdown hours and
unvailable hours for FPL’s Generating Performance Incentive Factor (GPIF) filings agree with source
documents.

Procedures: We recalculated and reconciled the service hours, reserve shutdown hours, and
unavailable hours from the GPIF filing to source documentation for one month. No exceptions were
noted.

Objective: The objectives were to determine whether the coal and oil purchases on Form 423 reconcile
with the FAC and are supported by source documentation and backed by contractual obligations.



Procedures: We reconciled coal and oil purchases on Form 423 with the FAC and the Fossil Fuel
Inventory Report for the period. We traced Schedule A-5 to the Fuel Used in the Electric Generating
Plants Reports which were tested in our sampling of Fuel Costs of System Net Generation. No
exceptions were noted.

Objective: The objective was to determine whether the incremental gains included in the FAC are
consistent with FPL’s Incentive Mechanism that was approved in Order No. PSC-2013-0023-S-EI,
issued January 14, 2013 and Order No. PSC-2016-0560-AS-EI, issued December 15, 2016.

Procedures: We obtained a schedule of all incremental gains by asset optimization measure as defined
in Order No. PSC-2013-0023-S-EI that were included in the FAC. We reviewed a sample of the
transactions for each asset optimization measure for the period and traced each transaction to supporting
invoices, purchase statements, and pipeline reports. We verified that the transactions were “arm’s
length” and not associated with FPL’s parent, NextEra Energy, Inc. or its subsidiaries. We recalculated
the incremental gains and reviewed the market price and index inputs used by FPL to calculate the gains.
We also selected a sample of incremental costs and traced them to the invoices to verify these costs were
related to the Incremental Optimization program. No exceptions were noted.

Objective: The objective was to determine whether the incremental optimization costs included in the
FAC are consistent with FPL’s Incentive Mechanism that was approved in Order No. PSC-2013-0023-
S-EL

Procedures: We obtained a schedule of all incremental optimization costs as defined in Order No.
PSC-2013-0023-S-EI that were included in the FAC. We reviewed a sample of the incremental costs
incurred by FPL to manage the Incentive Mechanism and its related purchase and sales programs. No
exceptions were noted.

Objectives: The objectives were to determine whether the gains on short-term power sales and the
savings on short-term power purchases are included in the FAC and that they are consistent with FPL’s
Incentive Mechanism that was approved in Order No. PSC-2013-0023-S-EI.

Procedures: We obtained a schedule of short-term power sales and purchases included in the FAC.
We reviewed a sample of power transactions to check for gains or savings on short-term purchases that
should be included as part of the Incentive Mechanism. We verified that FPL’s application of the phrase
“short-term” for these transactions is consistent with the intentions defined in Order No. PSC-2013-
0023-S-EI. No exceptions were noted.

Objectives: The objective was to examine FPL’s analysis and audit of its Unit Power Sales (UPS)
contracts with the Southern Companies and the Jacksonville Electric Authority (JEA).

Procedures: There was no audit report issued during 2017. The Utility explained there is an ongoing
review of the UPS contracts. No further work was performed.



True-Up

Objective: The objective was to determine if the True-Up and Interest Provision as filed was properly
calculated.

Procedures: We traced the December 31, 2016, True-Up Provision to the Commission Order. We
recalculated the True-Up and Interest Provision amounts as of December 31, 2017, using the approved
beginning balance as of December 31, 2016, the Financial Commercial Paper rates, and the 2017
revenues and costs. No exceptions were noted.



None

~Audit Findings




Exhibit 1: True-up

Exhibits
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L"_: I I January Actual I February Actust I March Actuet I Aprt Actus I May Actust l Ane Actosl | Sty Actus I Auguet Actusl IsmmAmI October Actus I Noverber Actusl D.comAcde 12 Month Pestod l
1 Fuel Costs & Net Power Transactions

“ 2 FusiCost of BystemNet Generston (Per AJ)™ $225,085,702 $100.708,077 $222,601,303 $242,121.404 $272.048.707 $270,075,700 3311,180.110 $317,000,600 $202,643.014 3201.225.9¢8 $2290,320,013 $228.601,026  $3,091,087,016

? 3 FusiCostl of Srastied Selee ($106,821) (3913,09) (3301,620) (393.524) (32,085,35%) (32,060,17¢€) (82,252.400) 182,020,180) (32.907,651) ($2.266,024) ($1,704,082) (8706,739) ($19.000,704)

“ 4 Scherer Cost Cars Depreciation & Return (Pef A2) (30) {30) (30) (30) (330) 30 30 30 30 30 30 (383,218) (353.240)

* 6 RetCorLesss (Cadar BayCL) $318.790 3170626 3171407 $108,244 3235,500 $227,017 3212,623 s211.4t6 $308,618 3292888 3288,324 3263,700 32,003,040

¥ 6 Fuel Cost of Pow er Goid (Pet AG) ($12.007,683) (30.704,312) (35,001,484) (83.235,640) ($1.5680.425) (31.984.749) (81,547,330) 31,300,030) (32,012.412) (52.084.414) (32.652,642) (34,800,936) ($45.002,130)

® 7 Gaine fromOff-Bystem Sates (Per AB) (34,073,624) (33,009,716) ($1.607.458) ($920,259) (8521,832) (3652,062) (3484,400) (3443,1808) (8932,734) (3464.241) (3677,200) (32,182,494) ($16.330,420)

" 8 FuelCostof Purchased Pow er (Per A7) $6.072.270 $4,023,8868 $5.367.713 $6,343,427 30,777,040 39,108,386 38,683,832 310,682,770 30,764,769 $0.985,142 6,169,060 34,090,710 $01,685,100

7 0 Energy Poymenm to Qualtyinp Factes (Per A8) $0%0,683 82,405,102) $410.400 $382,301 $300,534 $280,001 $200,002 $308,708 $301,083 $441,383 $324,188 3472,097 $2.220,003

® 10 Enecgy Costof Eoonomy Purcheses {Pec AD) $1.278 $150,218 $671.034 $2,621,041 45,073,445 35,867,027 32,362,404 35,082,057 $1,636,3468 $1,035,500 374,670 30 326,117,014

” 31 Tolsi Fuel Casts & Net Pow er Troneactions 0,170
12

AR L) Incrementel Optimization Costs

" 14 wcremental Personnel Softw are. and Hardw ere Costs (Per A2) 334,988 sz 342,034 $37,050 $42.270 $203.220 $40,383 340,008 338,070 £30.729 30,749 344,000 3703923

T 15 Varibie Pow o Flant OSM Attriutabie to Off-Bystem Sales (Por AG) 333,351 $280,600 3165,008 877,307 338,767 238,058 220,837 325,060 338.270 340,785 373640 3180227 $1.275.608

" 18 Varedie Pow e Py to Economy (Per 30 (34,343) (312,040) (344,359) ($100,260) (307.28%) (332.618) (373,684) (324,679) (313,0109) (31,518) 0 (3403,880)

A

(N1 12- $360.336 3317.980 $106,004 370085 ($32.217) $201.990 337.283 138,730) $48.470 267,489 311,671 $106.103 31,570,012

LIPS .

® 10 Dodd FrankFees 2375 078 sa78 3375 2378 0 0 780 0 20 s 0 32625
20

rn Adpsstments to Fust Cost

? 22 Energy Ibalence Rusl Revenuss (316,070} (340,603) (340.728) (383.551) ($07.208) 2815 (848,702) (3185,004) (883,301) (330.268) (873.400) (383.031) (3728,608)

” 23 rwentory Adgetments $120.210 $55,320 13851.087) 307,636 114,041 $38,557 3118711 $211,700 (3132,010) ($170,748) 2813.053 (335.970) 342,800

7 24 Non Recoveratie O#Tenk Bottome s0 s0 0 135.842) s0 s18.807 20 50 0 $0 3223244 0 $236,000

® 25 Omer O8MBrpenss & 30 20 30 30 20 30 30 0 30 30 30 $504,195 $504,108

7 26 Adueted Totst Fusl Costs & Net Pow er Transectons 40,415,470 3320,0, 3207,004,043 3232.102.838

4 Juris dictionat KWh Sales

T 20 Armdacrons KAh Sales 8,328,020,608 7,111,076,.80¢ 7.490,831.22% 8.227,142.053 0267223026 10200706008  10850,076,887  10,776,774,608  10,321,003,008 9.810,163.272 0.327,131.30% 0,011,007,060  106,870,063,380

® 20 Sates for Ressis {exchudng Syatfied Sees) 420,790,768 416,474,028 376,085,147 426,720,774 488,403,475 524,000,603 514,343,008 575.550.630 468,814,557

T 30 Bub-Totst Seles 652,671,627
»n

© 32 Jurtsdictionsl % of Total Sales (Line 28/30) 95201200 04.46734% 05.18831% 93.07000% 95.31588% 03.14800% 03 47728% 94 02058% 04.62134% 95.46032% 04.53604% 95 32480% 06 07410%

*» True-up Calculation

® 34 Jwmacsonal Fust Revenues (Net of Revenue Taxes) $231.334.204 $104,827,872 $203,604,680 3227,604,257 $260,067.583 $202.323.443 $310,463.838 $307,004,305 $203,648,761 $277,377.007 $231.072,360 $221,414720  $3.054,800,782

v 3 Fuel Mot to Period

© 30 Priot Period True-up (Colected)yRefunced This Period @ (32.200.074) (32.200.074) ($2,208,074) (82,200,074) (32,206,674) (82.200.974) (82.200.074) (32.200,074) 1$2,208,074) (32,206,074) (32.208,974) (32.208,074) 826,403,884)

® 37 GAF. Netof Revenue Taxes ™ (32:636.272) (32.630,272) (82,630.272) (32.636.272) (32.630.272) ($2,638.272) (32,830.272) (82,636,272) (52.630.272) (32.630.272) (32:6%6.272) (32,636.272) 1331,635,260)

¥ 38 Vendor Gemement Retund per Order No. PEC-16-0208-FOF-8 8631100 831,180 £631,160 3631,160 2831,180 £631,160 831,160 531,160 1631,100 831,160 2831,180 37,873,024

” 30 ©centve Mechsnism Colection % (841,700) 1341,708) (341,708) (341,708) (841.708) (341,708) (341,708) (341.708) (341,708) (341,708) (341,708) ($500,800)

” 40 o Pariod

¥ 41 Adueted Tois & Not Pow or

¥ 42 Juwrisccbonal Ssles % of Total KWh Sales (Line 32)

" 43 Jurs, Tolsl Fuel Costs & Net Pow er Trana. (Line 41xLine42x1.00153)

¥ 44 True-up Proviion for the Month - Over/(Under) Recovery (Line 40 - $18,604.710 $12.218,000 (38.050,039) (814.000.351) (315.209.104) 312,038,083 31,838,414 (80,169,381) 317,000,748 ($1.270,048) $0.070,826 $960,308 322,166,307

Line 43)

7 45  Wtecast Frovieln for the Month ($22,708%) (311,000) (311.200) (320.249) ($30.259) ($33,625) ($20,238) (329,021) (320,401) (314,004) (313,578) (30.863) (3246,737)
48  True-up & Nterest Provieion DeQ of Period - OversUnaer) Recovery 1326,48),684) {35.404.778) 39,000,868 $2,347,342 (39,832.284) (322,640,703) (37,837.33)) ($3.820.203) ($10,500,801) 28,683,720 29,606,503 $10,776.014 (820,£8),084)
47  Vendor Setterrant Refund $7.573.024 30,042,704 $6,311,603 35,680,443 23,040,263 34419022 $3.700.002 $3.180,802 $2.624,601 $1.600,481 31,262,321 631,160 37,573,024
48 Deferred True-uwp of Period - ] y (528,7€0,819) (326,780.610) (320,780,519) (320.780.519) (326.760.510) ($28.780,810) (328,780,510) (828,700,810) (320.780,519) (320.780.810) ($20,780,510) (828.780.510) (328,760.510)
49 Prior Period True-up CollecteciRefunded) This Period & $2,200,074 32200074 $2.200.074 32,206,074 $2.200,074 $2.208,074 22.206.074 $2.200.074 32.208,074 32,200,074 $2.208,674 $2.208,074 $20,433,684
50  Vendor GetSerment Refund Per Order No_ PEC- 16-0206-FOF-8 ($831,160) (8631,160) (8631,160) (3631,160) (3631.160) (8631,100) (3831,160) (8631,160) (3631,160) (3631.160) (2831,160) ($831,160) (37,673,924)
81 Endof Period Net True-up Amount OverA{Under) Recovery (Lines 44 (317.911.600) ($0.372.649) 130.639,680) (35.630,869)

Bwough 80)
62
53 ractuals NCAe verious adgistments as notad on the A-Schedules.
84 ®prior Period 2010 ActusvEstmated Truewp.
95 G:Generstion Performance Ncentve Factor is (($31,656,060/12) x 00.0200%) - See Order No. PBC-2016-0847-FOF-©
28 =2016 Anel True-wp.
ST % Other OAM expense reflects Chares feloted to annusl nuciear fuel design softw mre ongmaty nuctear fusl and Fuet Costof
S8 Due to tws Change N ACOOUNENG reabTent, e s CharQes 858 NOW O&M and N he month NCured, w ith Me Smounts over the of the perod.
80 -

Note: Amounts may ROl 80Fee 10 A-Scheduies due to foundng.

FPL Porton is ((3500,651/12) x 00 0200%) - Gee Order No. PEC-2016-0347-FOF-8





