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Purpose 

To: Florida Public Service Commission 

We have performed the procedures described later in this report to meet the agreed-upon 
objectives set forth by the Division of Economic Regulation in its audit service request dated 
January 12, 2012. 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 filing for 
the Nuclear Extended Power Uprate in Docket No. 120009-EI. 

This audit was performed following General Standards and Fieldwork Standards found in 
the AICPA Statements on Standards for Attestation Engagements. Our report is based on 
agreed-upon procedures. The report is intended only for internal Commission use. 
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Objectives and Procedures 

General 

Definitions 

Utility refers to Florida Power & Light Company 
NCRC refers to the Nuclear Cost Recovery Clause 
EPU refers to the Extended Power Uprate 

Capital Investments 

Rate Base 

Objectives: The objective was to reconcile any transfer of construction work in progress to plant 
based on Commission Order No.’s PSC-I0-0207-PAA-EI, PSC-I 1-0078-PAA-EI, and PSC-11- 
0575-PAA-EI. In addition, our objective was to verify Accumulated Deprecation based on the 
amount of plant transferred. 

Procedures: We reconciled the amounts for Plant in Service from the orders to FPL’s books and 
the Utility’s filing, Appendix A. Depreciation is not recorded on the asset level and does not 
reconcile to the general ledger. Therefore, we recalculated the Accumulated Depreciation and 
Depreciation Expense estimates on a test basis using Commission approved rates from Docket 
No. 080677-EI. Plant in Service, Accumulated Depreciation, and Depreciation Expense were 
compared to Commission Order No.’s PSC-10-0207-PAA-E1, PSC-l1-0078-PAA-EI, PSC-11- 
0575-PAA-EI. No exceptions were noted. 

Construction Work in Propress (CWW 

Objectives: The objectives were to verify that Construction Costs listed on the Utility’s 
Schedule T-6 filing were supported by adequate documentation and that the capital additions 
were appropriately recoverable through the NCRC and in compliance with Section 366.93, F.S. 
and Rule 25-6.043, F.A.C. 

Procedures: We traced CWIP additions in Schedule T-6 to the general ledger and judgmentally 
selected a sample for testing. We verified that additions had appropriate supporting 
documentation, were related to the EPU project, and were charged to the correct accounts. 

Revenue 

Operating Revenue 

Objectives: The objectives were to determine the actual Kilowatt Hours (KWH) sold for the 
period January 1, 2011, through December 31, 2011 and whether the Utility applied the 
Commission approved cost recovery factor to actual KWH sales that were included in the 
Capacity Cost Recovery Clause (CCRC). The NCRC costs are recovered as apart of the CCRC 
rate 
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Procedures: We verified the NCRC amount approved in Order PSC-11-0547-FOF-E1 to the 
Capacity Cost Recovery Clause. In that audit, we reconciled revenues to the ledger and the 
Utility’s “Revenue and Rate” reports. We also selected a random sample of bills for the month 
of April and September 201 1 and recalculated each to verify use of the correct tariff rate. No 
exceptions were noted. 

Expense 

Operation and Maintenance Expense 

Objectives: The objectives were to verify that Operation and Maintenance (O&M) Expenses 
listed on the Utility’s Schedule T-4 of the NCRC filing was supported by adequate 
documentation and that the expenses are appropriately recoverable through the NCRC clause. 

Procedures: We traced expenses in the filing to the general ledger. We judgmentally selected a 
sample of 201 1 O&M Expenses for testing. The source documentation for selected items was 
reviewed to ensure the expense was related to the EPU project and that the expense was charged 
to the correct accounts. No exceptions were noted. 

Other Issues 

Seoarate and Apart Process 

Objectives: The objectives were to review and document FPL’s separate and apart process for 
identifying and applying the adjustments necessary to ensure costs recovered thru the NCRC are 
limited to the EPU. 
Procedures: We read FPL’s testimony and procedures related to the separate and apart process. 
We reviewed the Recoverable Cost .Iustification Forms prepared by FPL and reconciled them to 
the sample items when applicable. No exceptions were noted. 

True-up 

Objectives: The objective was to determine if the True-Up and Interest Provision as filed on 
Schedule T-l filing was properly calculated. 

Procedures: We traced the revenue requirements for Carrying Costs on Construction and 
Deferred Tax Adjustment, O&M, and Base Rate to supporting calculation schedules. We 
recalculated the True-Up amounts as of December 31, 2011 using the Commission approved 
beginning balance as of December 31, 2010, Debt and Equity Components, the Financial 
Commercial Paper rates, and the 2011 EPU costs. We traced all adjustments to source 
documents. Findings 1, 2, 3, and 4 discuss the adjustments to Construction Carrying Cost. 
Finding 4 also discusses the adjustments to Deferred Tax Carrying Cost. 

Analytical Review 

Objectives: The objective was to perform an analytical review of the Utility’s EPU Cost to 
determine if there were any material changes or inconsistencies from the prior year. 
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Procedures: We compared 201 1 to 2010 costs and used the information to judgmentally select 
the sample. No exceptions were noted. 
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Audit Findings 

Description 
CWIP Credit Adjustments 

Average CWIP (Credit Adjustments / 2) 

Equity Comp. grossed up for taxes (Average CWIP * 0.007439034) 

Debt Component (Average CWIP x 0.001325847) 

Total R e m  Requirements (Equity + Debt) 

Amount 
$ 801,215 

$ 400,608 

$ 2,980 

$ 53 1 

$ 3,511 

Effect on the General Ledger: There is no effect on the general ledger 

Effect on the Filing: Construction Carrying cost should increase by $3,511. 
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Finding 2: Miscalculation of Schedule T-3 

Description 
Beg. Balance used by Utility from pg. 1 of Sch. T-3 
July's CWIP Balance from pg. 2 of Sch. T-3 
July's Average CWIP from pg. 2 of Sch. T-3 
Actual average of June and July Amount 
Difference 

Audit Analysis: We tested the mathematical accuracy of Schedule T-3. In the July calculation 
of average Construction Work In Progress (CWIP) on line 6 ,  the Utility did not use the correct 
June CWIP balance to compute the average. The calculation of the difference follows: 

Difference in Average by Staff 
Amount 

$ 708,271,655 
$ 768,386,894 
$ 738,329,274 
h ' 737,015,503 
$ 1,3 13,771 

Effect on the General Ledger: There is no effect on the ledger. 
Effect on the Filing: Construction Carrying Cost should be decreased by $1 1,975. 
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Finding 3: Removal of Participation Credits 

Audit Analysis: Appendix A, of the NCRC filing, shows jurisdictional CWIP that was 
transferred to Plant in Service, net of adjustments. St. Lucie Unit 2 is jointly owned and the 
clause is credited for participation credits. There were two participation credits that were not 
booked or billed but were recorded in the filing. Rule 25-6.0423 requires the filing to be based 
on actual costs. Therefore, these credits should he removed from the filing. 

Adjustments to Plant in Service 

The Utility plans to include this adjustment in its Errata filing. Plant in service is deducted in the 
calculation of Construction Carrying Cost. The schedule below shows the effect on Construction 
Carrying Cost. 

Construction Carrying Cost Effect of Increasing Transfers to Plant in Service 

Effect on the General Ledger: There is no effect on the general ledger. 

Effect on the Filing: Construction Carrying Cost should be decreased by $362 
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Finding 4: Miscellaneous Adjustments 

Audit Analysis: There were several small miscalculations found during the NCRC audit. In the 
schedule below, we list some of the miscalculations and the effect on the filing. 

No. 

1 

2 

3 

4 

Effect on Effect on 
Construction Deferred Tax 

Description of Miscalculation Carrying Cost Carrying Cost 

Pension and Welfare and Business Meals credits reflected 
on Line 5 Other Adjustment of Schedule T-3B is 
overstated by $6,388. $ (5 '  

The calculation of January to December's CWIP balance 
on Line 6 of Schedule T-3B excludes the Pension & 
Welfare and Business Meals credits reflected on Line 5 .  

The CWIP additions on Line 1 of Schedule T-3 double 
counted a prior period jurisdictionalized adjustment of 
$3,011. 
The calculation ofthe CWIP beginning balance on 
Schedule T-3B was increased by the the Pension & 
Welfare and Business Meals credits reflected on Line 5 a! 
$(2,173). It should have been deducted. CWlP 
beginning balance eligible for CPI is overstated by 
$4,345. 

Total 331 I $ 1 1  

Additional minor errors were found. Due to time constraints, we were unable to obtain sufficient 
data to properly compute the effect on the filing. However, the Utility plans to include 
corrections to the filing in its upcoming Errata filing. 

Effect on the General Ledger: There is no effect on the general ledger. 

Effect on the Filing: Carrying Cost on Construction and Deferred Taxes should be increased by 
$331 and $11. 



Exhibit 

Exhibit 1: True-Up 
SL Lucie and Turkey Point Uprate Pmlect 

Construction Cos& and Canying Cos& on Construction Cost Balance [Saaion l5llc)l .b.l 
S c M u l e T - l  (Truwp) 

FLORIDA PUBLIC SERVICE COMMISSION 

COMPANY FLORIDA POWER8 LIGHT COMPANY 

DOCKET NO.. 1200W-EI 

True-up Filing: Retril ReYenUB Requirements Summary 

EXPMNATiON: Pmvide the CBlCUlaiion d the aclyal W V P  d 
total retail revenue requirements bared on &us1 
expendlures for lhe v i m  year and the ineviourly flied 
eXpendlureS. 

Forthe Year Ended 12131l2011 

wmerr: Wlnnie Pwem 

IG) I*) 18) 
Adual Aaual 
Ja"mv Febwav Maw Apnl MW JY"e Total 

8 Mmlh 
IC) ID) IEI IF) 

ACtmI Adus1 ACtual AclwI tine 
NO 

jurirdidbnai Doiiarr 

2 

3 

4 

5 

6 

7 

6 

9 

10 

P ~ e C m ~ r u ~ l i o n  Revenw Requirements 

Constructan Canyng Cost Revenw Requirements IScheduieT-3, line 9) 

R~wvemble O&M Re~enue Requiremenls (Schedule 74, IIM 36) 

DTN(DTL) Cawiw Cor1 (Schedule T-3A. line 6)  

Other Adluolments (a) 

Total Period Revenue Requiremenls (Lines 1 lhwgh 5) 

Prqmed Revenue Requirements forlhe perad (Order No. PSC lWG95FOF-Ei) 

Dfference (Line 6 -Line 7) 

Actus1 1 Esttlmaled Revenue Reqvirementr for the pen& 

Final Tlue-up Amwnl for the Perd (Llne 6. Llne 9) 

$0 w $0 50 $0 so so 
$5,116,367 $5,459,176 55,826,757 56,264,134 $5876.873 s6.CC5.957 $34,551,286 

1305.715 $361.468 $1,261,636 $1,776,542 51,776,694 $819.862 15,326,316 

($296.265) l$296.769) (529j.691) ($296.269) l$3W,626) (13c6.201) ($1,792,841) 

50 so 153.190) W12.044) $922.617 $1,225,582 $2,134,185 

$5,125,837 $ 5 , 5 2 3 . 8 5 7 7 , 7 3 4 . 3 6 3  $8,277,959 P7.746.2W $41,218,920 

$4548.058 $5.017.875 $5,697,267 W.451.653 16.455.729 56,463,809 $34834.391 

1577.779 5505.982 

$4,988,911 55,391,941 $7374.489 56,657,429 57,541,780 17.4ffi.511 539.961,OW 

$135.926 $131,916 i$1,163,7761 51,078,934 $736.176 $339,889 $1,257,868 
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