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Attached is the final audit report for the Utility stated above. I am sending the Utility a copy of
the audit report. If the Utility desires to file a response to the audit report, it should send a

response to the Offrce of Commission Clerk. There are confidential work papers associated with
this audit.
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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 Offrce of Industry Development and Market Analysis in its audit
service request dated January 10, 2013. We have applied these procedures to the attached
schedules prepared by Florida Power & Light Company, and to several of its related schedules in
support of its 2012 Nuclear Cost Recovery Clause for its construction cost expenditures for the
Uprate activity in Docket No. 130009-EI.

This audit was performed following General Sandards 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.



Objectives and Procedures

General

Dp.finitions

Construction Costs are costs that are expended to construct the nuclear power plant, but not limited
to, thc costs of constructing power plant buildings and all associated permancnt smrctures, equipmcnt
and systems.

Utility rcfers to Florida Power & Light Company.
CCRC refers to Capacity Cost Recovery Clause.
NCRC refers to Nuclear Cost Recovery Clause.

Rate Base

Objectives: The objectives were to reconcile actual transfers of construction work in progress
(CWP) to plant, and to determine whether accumulated depreciation and depreciation expense
on the plant transfened were based on the Commission base rate change Order No.'s, PSC-12-
0647-PAA-EI, PSC-I1-0575-PAA-EI, PSC-II-0078-PAA-EI, and PSC-I0-0207-PAA-EI.

Procedures: We reconciled the amounts for Plant in Service from the orders to FPL's books and
the Utility's filing, Appendix A and B. Depreciation is not recorded on the asset level and does
not reconcile to the general ledger. Therefore, we recalculated accumulated depreciation and
depreciation expense using Commission approved rates from Docket No. 080577-EI and actual
Plant in Service. Plant in service, accumulated depreciation, and depreciation expense were
compared to the Commission Base rate change Order No.'s PSC-12-0647-PAA-EI and PSC-l l-
0575-PAA-EI. Base rate change Orders PSC-I I-0078-PAA-EI and PSC-1C0207-PAA-EI were
not relevant to the 2012 test year.

Construction Work in Progress (CWP)

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

Procedures: We Eaced 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 Extended Power Uprate (EPU) project, and were charged to
the conect accounts. Finding I discusses the adjustment to Construction Carrying cost rcvenue
requirement.

Recovery

Objectives: The objectives were to determine whether the Utility used the Commission
approved CCRC factors to bill customers for thc period January l, 2012 through December 3 I ,



2012, and whether Schedule T-3, T-3A, T-4, and Appendix C reflects the ordered amount in
Commission Order No. PSC- I I -0547-FOF-EI.

Procedures: We agreed the amount collected on Schedule T-3, T-3A, T-4, and Appendix C to
the 2012 NCRC jurisdictional amount approved in Commission Order No. PSC-I I-0547-FOF-EI
and to the Capacity Cost Recovery Clause in Docket 130001-EI. In that audit, we reconciled
revenues to the ledger and "Revenue and Rate" reports. We also selected a random sample of
bills and recalculated each bill to verifr use of the approved rate. No exceptions werc noted.

Operation and Maintenance Expense

Objectives: The objectivcs were to determine whether operation and maintenance (O&M)
experures on Schedule T-4 are supported by adequate souce documcntation and appropriately
recoverable through the NCRC clause.

Procedures: We ftaced expenses in the filing to the general ledger' We judgrnentally selected a
sample of 2012 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. Finding 2 discusses the adjustment to Recoverable O&M Revenue
Requirement.

Carrying Cost on l)eferred Tax Adjustment

Objectives: The objectives were to determine whether Schedule T-3A - Carrying Cost on
Defened Tor Assets (DTA) included the conect balances from the supporting schedules and the
deferred tar requirement arnounts are accurately calculated.

Procedures: We traced the projected True-Up adjustments and the beginning balanccs included
in the schedule to prior NCRC Commission Orders. We traced the estimated tac deduction for
research and development to supporting schedules and the 201I Federal Income Toc return. We
traced the ARJDC rate applied by the Utility to the rate approved in Commission Order No.
PSC-13-0163-PAA-EI. We recalculated Schedule T- 3A and verified the Construction Carrying
Cost on DTA and the Under (Over) Recovery balance. No exceptions were noted.

Other Issues

Separarc and Apart Procedures

Objectives: The objectives were to review and document FPL's separate and apart process for
identiffing and applying the adjustments necessary to ensure costs recovered thru the NCRC are

limited to the EPU.

Procedures: We reviewed FPL's testimony and procedures related to the separate and apart
process. We reviewed the "Recoverablc Cost Justification Forms" prepared by the Utility in
2012 and reconciled thcm to the sample items when applicable. We used the separate and apart
procedures to determine whether CWIP and O&M sample items related to the EPU project. No
exceptions were notcd.



True-up

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

Procedures: We traced the revenue requirements for Carrying Costs on Constnrction and
Deferred Tax Adjusunent, O&M, and Base Rate to supporting calculation schedules. We
recalculated the True-Up amounts as of December 31, 2012 using the Commission approved
beginning balance as of December 31, 2011, Debt and Equity Components, the Financial
Commercial Paper rates, and the 2012 EPU costs. We traced all adjusunents to source
documents. Finding I and 2 discuss the adjusfinents to Construction Carrying Cost and

Recoverable O&M Revenue Requirements.

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.

Procedurcs: We compared 2012 to 201I costs and used the information to judgmentally select
the sample. There was a large amount of CWIP placed in service with the completion of St.

Lucic Units I and 2, and Turkey Point Unit 3 EPU projects in20l2. No exceptions were noted.



Audit Findines

Finding l: Adjustment to Construction Carrying Cost

^A,udit Analysis: Total costs on Schedule T-6 and Appendix B included work order
T00000002434 - GSU - St. Lucie Spare GSU Transformer Coolers & Pumps. The costs from
this work order were calculated using an inconect jurisdictional factor. The rate used was the
Transmission - Other factor of 0.90431145. The correct rate for Transmission - GSU is
0.98051733. The first schedule on the following page computes the effect on carrying cost
revenue rcquirement for Schedule T-3.

Work order T00000002434 - GSU - St. Lucie Spare GSU Transformer Coolers & Pumps was
placed into service in Novembet of 2012. Therefore, there is also an effect on Appendix B due
to the costs being transfened to plant in service. The second schedule on the following page

computes thc effect on the base ratc revenue requirement in Appendix C.

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

Efrect on the Filing: Construction Carrying Cost and Base Rate Revenue Requircments should
increase by $3,740 and $2,735, respectively.



Crrryiry Cbrgc Adjrrylnol or Wort Ordr T0O0fillE4tf

Adiustment to Base Revenue Requirement

Dcscrintion Rrtes Nov-12 Ihc-12 Total
Work Ordcr T[XXF0N2434 s 2339.761 $ 2.339.761

Trans- GSU Jursidicitional Amt. 0.9E05t733 s 2294,t76 s 22%.t76
Trans Other Jursidicitional Amt. 0.90431t45 $ al15,E73 s 2.il5.E73
Difterence $ 178304 $ 178.304 $ r7E.304
)eorcciation 2.9ff/t $ 2t5 $ 431 $ 646

Accumulated Depreciation $ 2t5 $ Q6 $ 646

Net Plant In Seruice $ r7E.08t $ 17?.657 s 177.657

Averaec Plant $ E9.044 $ t??.t73 $ r77.t73
Retum 9.30P1 $ 590 3 t.379 $ 2,069

Iotal Deoreciation and Retum $ 906 $ r.809 $ 2.715

Base Elisible for Retum 3 906 $ 2.7t9
Averase CWIP $ 453 $ t.El2
Eouiw Como. srossed uo for taxcs 0.00743903{ $ 3 $ l3 $t7
Debt Component (Average CWIP 0.00t325E4i s $ 2 $ 3

$ 4 $ t6 $20
fotel Return Requirements $ 910 $ I,E25 g 2'7J5



Finding 2: Adjustment to Recoverable O&M

Audit Anolysis: The Utility paid $15,609.16 for one-year extended warranties on 521 hand held
radios during the test year which were included in the costs on T-4. Each radio comes with a 3-
year warranty. The extended waranty claim period is outside the remaining duration of the
projecq which is scheduled to be completed in 2013. On May 29,2013, the Utility reclassified
the one-year warranty purchases from recoverable O&M to non-recoverable O&M. On the next
page, we calculate the effect on Recoverable O&M Revenue Requircments.

Effect on the General Ledgen There is no effect on the General Ledger

Efiect on the Filing: Recoverable O&M Revenue Requirements should be rcduced by $15,329.
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Exhibits

Exhibit l: True-up
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