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the audit report. If the Utility desires to file a response to the audit report, it
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response to the Office 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 Office 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-EL

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.



Objectives and Procedures

General
Definitions

Construction Costs are costs that are expended to construct the nuclear power plant, but not limited
to, the costs of constructing power plant buildings and all associated permanent structures, equipment
and systems.

Utility refers 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
(CWIP) to plant, and to determine whether accumulated depreciation and depreciation expense
on the plant transferred were based on the Commission base rate change Order No.’s, PSC-12-
0647-PAA-EI, PSC-11-0575-PAA-EI, PSC-11-0078-PAA-EI, and PSC-10-0207-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. 080677-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-11-
0575-PAA-EI. Base rate change Orders PSC-11-0078-PAA-EI and PSC-10-0207-PAA-EI were
not relevant to the 2012 test year.

Construction Work in Progress (CWIP)

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 Extended Power Uprate (EPU) project, and were charged to
the correct accounts. Finding 1 discusses the adjustment to Construction Carrying cost revenue
requirement.

Recovery

Objectives: The objectives were to determine whether the Utility used the Commission
approved CCRC factors to bill customers for the period January 1, 2012 through December 31,



2012, and whether Schedule T-3, T-3A, T-4, and Appendix C reflects the ordered amount in
Commission Order No. PSC-11-0547-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-11-0547-FOF-EI
and to the Capacity Cost Recovery Clause in Docket 130001-El. 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 verify use of the approved rate. No exceptions were noted.

Operation and Maintenance Expense

Objectives: The objectives were to determine whether operation and maintenance (O&M)
expenses on Schedule T-4 are supported by adequate source documentation and appropriately
recoverable through the NCRC clause.

Procedures: We traced expenses in the filing to the general ledger. We judgmentally 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 Deferred Tax Adjustment

Objectives: The objectives were to determine whether Schedule T-3A - Carrying Cost on
Deferred Tax Assets (DTA) included the correct balances from the supporting schedules and the
deferred tax requirement amounts are accurately calculated.

Procedures: We traced the projected True-Up adjustments and the beginning balances included
in the schedule to prior NCRC Commission Orders. We traced the estimated tax deduction for
research and development to supporting schedules and the 2011 Federal Income Tax return. We
traced the AFUDC rate applied by the Utility to the rate approved in Commission Order No.
PSC-13-0163-PAA-El. 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

Separate and Apart Procedures

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 reviewed FPL’s testimony and procedures related to the separate and apart
process. We reviewed the “Recoverable Cost Justification Forms” prepared by the Utility in
2012 and reconciled them 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 noted.



True-up

Objectives: The objective was to determine if the True-Up and Interest Provision as filed on
Schedule T-1 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, 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 adjustments to source
documents. Finding 1 and 2 discuss the adjustments 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.

Procedures: We compared 2012 to 2011 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.
Lucie Units 1 and 2, and Turkey Point Unit 3 EPU projects in 2012. No exceptions were noted.



Audit Findings

Finding 1: Adjustment to Construction Carrying Cost

Audit 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 incorrect 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 requirement for Schedule T-3.

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

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

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




Carrying Charge Adjustment on Work Order T00000002434
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Adjustment to Base Revenue Requirement
Description Rates Nov-12 Dec-12 Total
Work Order T00000002434 $ 233976118 2,339,761
[ Trans. GSU Jursidicitional Amt. 0.98051733] § 2,294,176 | $ 2,294,176
Trans. Other Jursidicitional Amt. 0.90431145] $ 2,115873 | $ 2,115,873
Difference $ 178304}8 178304] 8 178,304
Depreciation 2.90%| $ 21518 43118 646
Accumulated Depreciation $ 21518 646 | $ 646
Net Plant In Service $ 17808818 177,657]8% 177,657
Average Plant $ 8904418 177873 |8 177,873
Return 9.30%]| $ 6950 | $ 137918 2,069
Total Depreciation and Return $ 906 | $ 1,809]8 2715
Base Eligible for Return $ 9061 8$ 2,719
Average CWIP $ 45318 1,812
Equity Comp. grossed up for taxes 0.007439034| $ 318 1318 17
Debt Component (Average CWIP 0.001325847| $ 118 218 3
$ 418 1618 20
Total Return Requirements [ 910 | $ 182518 2,735




Finding 2: Adjustment to Recoverable O&M

Audit Analysis: 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 warranty claim period is outside the remaining duration of the
project, 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 Requirements.

Effect on the General Ledger: There is no effect on the General Ledger
Effect on the Filing: Recoverable O&M Revenue Requirements should be reduced by $15,329.



Effect on Schedule T-4
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Exhibits

* .
Exhibit 1: True-up
St Lucis aw! Tuskey Polnt Uprats Project
Construction Costs antd Carrying Costs on Construction Cost Batance [Section (e .b)
Schedule T-1 (True-up) T Filing: Rotall Revenus
FLORIDA PUBLIC SERVICE COMMISSION ) EXPLANATION:  Provide the calculation of the actual a4 of tctel retal reverue
requranents based on acuel expendiures fr the prior yeer end the
COMPANY: FLORIDAPOWER & LIGHT COMPANY previcusly ied eqendtures For the Vear Ended 12031/2012
DOCKET NO: 130003.£ Witness: Winnio Pontrs
(L] ® © i) (3] (2] ©)
Lire Actual Actual Actul Acthnl Actudl Adual 6 Morth
. TR ——— e o
1. Pre-C Rea 0 $0 | ® 0 0 %0
2 « Casrying Cost R Req sts (Screce T-3, fire 9) $9444285 0623848 SN IMES  $1173960¢  $10066302  $10843309 264544251
3 Recovesable O8M Reverwe Requremerts (Schodue T-4, line 30) $655.547 $347355 $258.052 774N e $580.753 $3.282585
X DTAMDTL)ICamving Cost (Schedule T34, Ine 8 ($211.2500 £3201.990) 1$190,050) 5154 B23) $121.075) (511,409 {$990,506)
s. Other Adustments (8)(Appendx € , Line 6) a7 sn $10410 $1.567.26¢ 4N $4.745452  $11.061998
6 Total PeriodReverwe Requirements (Lines 1 frrough §) PEEED  PUTERS  JUOI T It S0 NEDRIR  PINIa
T Prolectod Reverwe R vts for th rder No. PSC 11.0547FOF-61) $6528.009 $9217/049  S0214  $110II3C NS0T $II0IT054 BT BINA6T
e. Difirorce (Lne 6- Line 7) I SM0571  SUE52540  JLTE0%S JoDISBES 33972853 (JoWB 10340740
S. Actusl  Etimeted Reverus Requiremerts for the pariod (Order No. PSC 12.0850-F OF Ef) $9400,024  MOTZAN  NMAB0002  $34VPLMD NSNS $1900623  F996947S
10. Final Tausap of Upeste Construdtion Carrying Costs (Lire € - Une 9) $39 168 $121 678 134 1
* Totdls mav ot edd due to rourding
1. (a) Other Adiust ineS tsBaseRele R R rts for 2012 andcanving costs des. Reter fo dix CLine 8.




St Lucie and Turkay Point Uprate Project
Construction Costs and Carrying Costs on Constructien Cost Balance [Section (5(c)1.0)
Schedue T-1 (True-up) T Fiiing: Retell Revenue
FLORIDA PUBLIC SERWICE COMMISSION EXPLANATION:  Provide the caicuetion of the aduel trus.up of tctel retal reverus
based anachusl expenditres &y the prior yoar end the
COMPANY. FLORIDA POWER & UOHT COMPANY previously Bled expendiues For the Yees Ended 120172012
DOCKET NO : 130009-El Wiress: Winnie Pona's
o) m ()] 00 0 My o

Line Adunt Aduel Achal Achol Achd Aduel 12Morth
- et ks fomie osme e

Pre-C: Reverun Requirement t 0 30 0 ] ) $0

[ yng Cost R ol (Schedue 7.3, tire 9) $11,510980  $12353415 w0798 SED47 SN $5861,708 $4508,305  $112,000508

R O8M Ry - (Schedie T-4,lire 38) $485922 $831,020 $81,023 s $31640 $2251 320 $7,214953

DTAADTL)Cenving Cost (Schedkie T-3A, e @ (3100399 (506723 574062 (365.909) (345521) ($5306 (31300929

Other Adustments (a)(Appendix C. Ure 8)

Tolel PeriodRaverws Requiremants (Lines 1 through §)

P Ry quiremerts i the pesiod(Order No. PSC 11.0547F0F-8)
Diflererce (Lino 6- Lino 7)

® 9O N O n A W N

Ackudl { € stimeted Revenue Reauremerts forthe period (Order No. PSC 12.0650F OF -£D
Final Truoup of Uprats Contrudion Carrying Costs (Lire 6 - Line 9)
¢ Totds may not add dus to rounding

-
o

" () Othor Adustnents Line § BateRele R Reguir for 2012 anud camying costs an

$4.969.900 35308331 $13011.607 $15373.790 $16. 0400 $18.525,903 $04,590.266

$12972 587 913371008 $13.999 801 $14.583 p%6 $14,996.540 $15415131 $IS2N6e2

$IS2B201  NTAGIHN0  SNHWDS  S0IMBH  $2BABH 52050955  $198.531604

mes. Refor to Appertix C Line &
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