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TO: Jenny Wu , Economic Analyst - PSC, Division of Economic Regulation
FROM: Dale N. Mailhot, Assistant Director, Division of Regulatory Compliance P77
RE:

Docket No. 090007-EI - Company Name: Florida Power & Light Company

Audit Purpose:Environmental Cost Recovery Clause; Company Code: EI802
Audit Control No: 09-012-4-1

Attached 1s 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 the Commission Clerk. There are confidential work
papers associated with this audit.

DNM/ch
Attachment: Audit Report

cc: Division of Regulatory Compliance (Salak, Mailhot, Harvey,
District Offices, File Folder)

Office of Commission Clerk (2)
Office of the General Counsel
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DIVISION OF REGULATORY COMPLIANCE
AUDITOR’S REPORT
June 9, 2009

TO: FLORIDA PUBLIC SERVICE COMMISSION AND OTHER INTERESTED
PARTIES

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 (FPL) in support of its
filing for the Environmental Cost Recovery Clause, Docket No. 090007-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.



OBJECTIVES AND PROCEDURES:

Objective: The objective of the audit was to verify all negative depreciation
expense amounts reported by FPL for any of its Environmental Cost Recovery
Clause (ECRC) projects regardless of whether the negative depreciation
expense amount is shown or noted on the company filing of 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 fiing. We found two entries
where the rate did not agree with the depreciation study. We will follow up on
these entries in the audit done later in the year. In addition, we asked the
company to provide a schedule of any negative depreciation expense. FPL
stated there was none.

Objective: The objective of the audit was to use sampling procedures to
reconcile Plant in Service (line 2) to Depreciation Expense (line 8a) for the capital
projects listed in Form 42-8A. An additional objective was to verify that the
investment was recorded in the correct plant account(s).

Procedures: The analyst has agreed to postpone the testing to later in the year.

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, 8b). Also to verify that
dismantlement expense (line 8c) was not included in depreciation/amortization
expense (line 8a and line 8b).

Procedures: We recalculated the depreciation expense and the accumulated
depreciation for the month of November 2008, 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.

We reconciled Plant in Service from the filing to the general ledger.

Objective: The objective of the audit was to verify that where an ECRC project
involves the replacement of existing plant assets, the company is retiring the
installed costs of replaced units of property according to Rule 25-6.0142(4)(b),
F.A.C.

Procedures: We obtained source documentation for the largest retirement in the
month of May 2008. We determined how the company made the retirement to



ensure it was made in compliance with the above stated rule. No errors were
found.

Objective: The objective of the audit was to verify calculations of the monthly
depreciation expense offsets required by Order No. PSC-99-2513-FOF-EI to
adjust ECRC costs for retirements and replacements recovered through base
rates.

Procedures: The analyst agreed to defer this testing to later in the year.

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 expenses over $25,000 was chosen 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.

Objective: The objective of the audit was to report the monthly SO, allowance
expenses and NOX allowance expenses for 2008 including revenues, inventory
amounts (tonnages and dollars), expensed amounts (tonnages and dollars), and
the amount included in working capital.

Procedures: The Emission Allowances accounts 254.900 and 411.800 were
traced to the general ledger. The proceeds from the largest sales were traced to
invoices. Amortization of proceeds from one plant location was recalculated.
The treatment of the Emission Allowances was made in accordance with
Commission Order PSC-94-0353-FOF-EI.

Objective: The objective of the audit was to report any deferred accounting
treatment that FPL may have implemented for expenses incurred for approved
ECRC projects.

Procedures: The analyst agreed to defer this testing to later in the year.
Objective: The objective of the audit was to verify the ECRC project-related
plant additions, retirements, and adjustments for the period January 1, 2008
through December 31, 2008.

Procedures: The analyst agreed to defer this testing to later in the year.

Objective: The objective of the audit was to verify FPL's calculations of the
Return on Capital Investments, Depreciation and Taxes for its three solar



projects (DeSoto Next Generation Solar Energy Center, Space Coast Next
Generation Solar Energy Center and Martin Next Generation Solar Energy
Center).

Procedures: The analyst agreed to defer this testing to later in the year.

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

Procedures: We obtained the monthly Revenue and Rate Reports, which are an
output of the billing system. We prepared a schedule of revenues for the month
of November 2008 and reconciled this schedule to the filing and traced the
factors charged to the last order. No errors were found.
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I*;onn 42-1A

orida Power & Li ompan B
Environmental Cost Recovery Clause

Calculation of the Final True-up for the Period

January through December 2008
Line
No.

Over/(Under) Recovery for the Current Period
‘(Form 42-2A. Page 2 of 2, Line 5)

" (83,141,513)
2 Inmterest Provision

(Form 42-2A Page 2 of 2,Line 6) $107,061
3 " Total ' ' (33,034,452)
4  Estimated/Actual Over/(Under) Recovery for ﬁ:e Same Period ® (85,816,598)
5  Interest Provision $38,022
6 Total (35,728,576)
T  NetTrae-Up for the period

32!694!124
" @ Per Order No. PSC-08-0775-FOF-EI dated November 24, 2008



Florida Powsr & Light Company
Environmental Cost Recovery Clause
Caiculation of the Final True-up Amount for the Perlod

January through December 2008

Line

No.

1 ECRC ‘Rovonuu {net of Revenue Taxes) .

2 True-up Provision (Order No. PSC-07-0822-FOF-El)

ECRC Revenues Applicable to Perlod (Lines 1 + 2)

4 Jurisdictional ECRC Costs

a - O&M Actlvities (Form 42-8A, Line 8)
b « Capital Investment Profects (Form 42-7A, Line 9)

¢ - Total Jurlsdictional ECRC Costs

Ovar/(Under) Recovery (Line 3 - Line 4¢c)

_lrgpmst Provision (Form 42-3A, Line 10)

Prior Periods True-Up to be (Collected)/Refunded In 2008

a - Deferred True-Up from 2007
(Form 42-1A, Line 7)

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

End of Period True-Up (Lines §+6+7+7a+8}

10 Adjustments to Period Total True-Up Including Interest

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

Form 42-2A

Page 1of 2

January February March Aprll May June
| $3,100,841  $2,684,144  $2,853,260  $2,956273  $3,236,580  $3,706,338
81,502 81,602 81,5602 81,502 81,602 . 81,502
3,182,343 2,565,640 2,534,'7? 3,037,775 3,316,081 3,876,641
002,508 428,125 049,072 831,269 771,264 1,437,813
2,157,893 2,202,282 2,254,942 2312532 2,396,490 - 2,496,952
TT3.060.201 2630407 3204015 2.643.701 3967753 3,004,765
122,141 335,239 (260,253) 93,983 150,337 -(57,024)
14,013 11,142 10,240 9,430 9,166 8,482
978,023 1,032,678 1,297,555 957,040 078,952 1,056,983
3,174,379 3,174,379 3,174,379 3,174,379 3,174,378 . 3,174,379
(81,502) (81,502) (81,502) (81,502) (81,502) (81,502)
4,207,065 4,471,004 4131419 — 4,153,331 4,231,362 4,100,308

=5



Form 42-2A

: - Page2of2
Florida Power & Light Company
Environmental Cost Recovery Clause
Calculation of the Final True-up Amount for the Period
January through December 2008
End of
Line Perfod.
NP' ' July _August September October November  December Amount
1 ECRC Revenues (net of Revenue Taxes) ) $3,795,206  $3,765,541 $3,084,614  $3,533,673  $2,026,814 $2,066,034 - $39,797,326
2 True-up Provislon (Order No. P8C-07-0922-FOF-El) . 81,602 81,602 81,602 81,502 81,502 81,502 978,02.;3
3 ECRC Revenues Applicable to Perlod (Lines 1 + 2) 3,876,708 3,847,043 4,066,118 3,615,175 3,008,316 3,046,535 40,775,348
1,142,260 1,311,562 12,501,845

4 Jurisdictional ECRC Costs
a - O&M Actlvitles (Form 42-5A, Line 8)
b - Capital investment Projects (Form 42-7A, Line 9)

1,498,685 1,209,396 737,612 1,571,289
2,606,964 2,727,077 2,834,991 2,936,823 3,061,530 3,346,941 31,325,017
4,106,648 3,938,473 3,572,804 4,507,812 4,193,791 4,858,503 43,916,862

c- Total Jurisdictional ECRC Costs
5, Overf{Under) Recovery (Line 3-Line 4c) (229,041) (89,430) 493,512 (882,737) .(1,185475)  (1,611,008) (3,141,513),
6 Interest Provision (Form 42-3A, Line 10) 8,037 7,562 11,839 14,752 4,554 . 834 107,081
7 Prior Perlods True-Up to be (Collected)/Refundad In 2008 926,019 822,614 459,244 883,003 (76,304)  (1,341,817) 978,023 ,

a - Deferred True-Up from 2007

(Form 42-1A, LIne 7) 3,174,379 3,174,379 3,174,379 3,174,379 3,174,379 3,174,379
8 True-Up Collected /(Refunded) (See Line 2) (81,502) (81,502) (81,502) (81,602) (81,502) (81,602)  (978,023)
8§ End of Perlod True-Up (Lines 5+6+7+72+8) 3,708,003 3:633,623 4,067,472 3,004,085 1,092,862 138,026 (3,034,452)
10 Adjustments to Perfod Total True-Up Including interest
83,706,993 $3633,623 _$4,067472 _$3,004085 §1,832,662 _ $130,026 (53,004,452)

11 End of Perlod Total Net True-Up {Lines §+10)

S
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Line #>rofect #
' 1 Description of investment Projects (A)
2 Low NOx Burner Technology-Capitsl
3b Continuous Emission Monltoring Systems-Capital
4b Clean Closure Equivalency-Capite!
5b Maintenance of Stationary Above Ground Fuel
Storage Tanks-Capital
7 Relooats Turbine Lube Oil Underground Plping
o Above Ground-Capltal
8b Oll Spili Cleanup/Response Equipment-Capltal
10 Rejocate Storm Water Runoff-Caplital
NA 802 Allowances-Negative Return on Investment
. 12. Soherer Discharge Pipeline-Capital
17b Digposal of Noncontalnerized Liguid Wnste-Cﬂplhl
20 Wastewater Discharge Elimination & Reuse
21 8t Lucle Turtle Net
22 Pipelineintegrity Management
23 SPCC - 8plll Prevention, Control & Countermeasures

24 Manates Rebumn -

25 P1. Eveérglades ESP Technology
26 UST Removal / Replacement
31 CAIR Compliance

33 GAMR Compliance
35 Martin Plant Drinking Water Systern Compliance

38 Low Level Radloaotive Waste
37 De 8oto Solar Project
38 Spacs voast Solar Project
39 Mariin Solar Project
2 Total invesiment Projects - Recoverable Costs

3 Recoverable Coste Alloosted fo Energy
4 Recoverable Costs Allocated to Demand

Form 42-7A

Page 1 of 2
Elorida Poer & Light Company
Environmental Cost Recovery Clause
Caloulation of the Final True-up Amount for the Period
January 2008 - December 2008
Capital investment Projects-Recoverable Costs
. (n Dollare)
Actugl Actual Actuel Actual Actual Actual &Month
JAN FEB MAR APR MAY JUN Sub-Total
$ 72973 § 72559 $ 72,144 $ 71,730 $ 7,316 § 70,869 $ ’ 431,591
85,034 85,202 87,449 89,367 89,237 89,210 525,499
326 325 ' 324 323 322 a1 1,938
143,812 143,504 143,097 142,890 142282 141,875 857,359 ¢/
131 131 131 131 130 130 785
7,094 7123 7,051 7,007 6,963 7,039 42277
804 802 801 800 798 797 4,803
(21,605) (21,523) (21,351) (21,179) (23,954) (26,562) (136,266)
5281 5,280 5270 5,250 " 5,249 5,238 31,588
0 0 -0 0 0 0 0
20,286 20,232 20,199 20,165 20,131 20,087 121,080
7.647 7.638 7,629 7.620 9,556 11,509 51,509
0 0 0 0 0 0 0
173,891 173,504 173,118 172,733 172,348 171,959 1,037,852
403,697 402,581 © 401,464 400,348 399,232 308,115 2,405,438
973,786 972,153 971,222 970,480 ©69,187 68,759 5,823,588
5637 5627 5,618 8,606 5,598 5,566 33,668
257,519 303,271 343,703 389,502 470,279 567,643 2,331,917
51,304 54,367 68,227 81,835 £0,759 100,568 447,049
0 0 0 0 0 0- 0
0 0 0 0 0 0 0
0 0 0 0 0 0 0
0 0 0 0 0 0 0
0 - 0 ’ 0 0 0. [ ¢}
$ 2,187,815 $2,232,766 $2,286,095 $2,344415 $2420,428 $2,531,154 $14,011,473
$ 1,585,627 $1568484 $1570,657 $1574874 $1576125 $1,6577835 $ 0,431,511
$ 621988 § 686272 .§ 715538 $ 769541 $ 853303 $ 953319 $ 4,579,961
£8.58121% 98.58121% 98.58121% 9858121% 9858121% ©8.58121%
© 98.76048% 98.76048% 98,76048% 98.76048%

5 Retall Energy Jurisdictional Factor
8 Retall Demand Jurisdictional Factor

7 Jurisdictional Energy Recoverable Costs (B)
8 Jurigdictional Demand Recoverable Costs (C)

9 Total Jurisdictional Recoverable Costs for
Investment Projeols (Lines 7 + 8)

98.76048% 98.78048%

$ 1,543,414 $1544209 $1548,274 $1,552,530 $1,553,763 $1,555449 $ 9,297,608

$ 614279 § 658013 § 706868 $ 760002 $ 842726 $ 941503 § 4,523,191

§ 2,167,693 $2202.282 $2254942 $2312.632 $2,306489 $2.496,052 $ 13,620,890

Notes:
(A) Each project's Total Sysiem Recoverable Expenses on Form 42—8A Line 9

() Line3xLine 5
(C) Line 4xLine 8



I 7e

Line # Profect #

1 Desoription of Investment Projeots (A}
8 * 2 Low NOx Bumer Technology-Capital
' 3b Continuous Emission Monitoring Systerns-Capital
' 4b Clean Closure Equivalency-Capital
5b Maintenanoe of Stationary Above Ground Fuel
Storags Tanks-Captal
7 Relocste Turbine Lube O Underground Plping
to Above Ground-Cepital
8b Ofl 8pill Cleanup/Response Equipment-Capltal
10 Relooate Storm Watsr Runcff-Capital
NA §02 Allowances-Negative Retum on Investment
12 Scherer Discharge Pipeline-Capital
17b Dispesal of Noncontainerizad Liquid Waste-Capits!

20 Wastewatar Discharge Ellminaton 8Reuse
21 St.-Lucle Jurtle Net

22 Pipeline Integrity Management ‘
23 SPCC - Spill Prevention, Cantrol & Countermeastres

' 24 Manstes Rebum
25 Pt. Everglades ESP Technology
28 UST Removal / Replacement
31 CAIR Compliance

33 CAMR Compitance
] 35 Martin Piant Drinking Water System Compliance

36 Low Lave] Radioactive Waste
37 De Soto Solar Project
38 Space Toast Solar Praject
39 Martin Solar Project
2 Total Investment Projeots - Reooverable Costs

3 Recoversble Costs Allocated to Energy
4 Recoverable Coats Aliocated to Demand

5 Retall Energy Jurisdictiona] Factor
6 Retall Demand Jurisdictional Factor

7 Jurisditional Energy Recoverabie Costs (B)
8 Jurisdidional Demand Recoverable Costs (C)

9 Total Jwisdictional Recoverable Costs for
Investment Projects (Lines 7 + 8)

Nates:

S M\ fmadwiinak

Form 42-7A

88.76048%

$1,657,481 $1,560,401 $1,662,645 $1.564,481 $1,670,082 $1,689,526 $ 9,404,686 $ 18,702,385

$1,040.483 $1166586 $1,272346 $1,372142 $1,481.488 $1,767.415 $ 8,099,440 $ 12,822,631

$2,606964 $2727,077 $2,634991 $2936628 $3,051,530 $3,346,941 $17,604126 $ 31,325,017

(A) Eaoh projedts Total Systsm Recoverable Expenses on Form 42-8A, Line 8

‘Pags 2072
Environmental Cost Reocowary Clause
Csloutation of the Final True-up Amount for the Perlod
January 2008 - Dacember 2008
Capital Investment Projeots-Recoverable Costs
(in Doliars) )
Actual - Actual Actual Actuai Actual Actual} 6-Month 12-Month Method of Classification
JUL AUG 'SE}L OCT NOV DEC Sup-Total Total Demand Energy
$ 70424 $ 70010 $ 69596 $ 66,182 $ 68,768 § 68484 $ 4164864 $ 848,055 $ 848,085
© 88,729 82,561 81,874 81,712 = 81,522 81,225 494624 1,020,123 1,020,123
318 318 317 . 316 318 314 1,902 3,840 3,545 205
141,468 141,060 140,653 140,245 139,838 139,431 842,885 1,700,054 1,569,281 130,773
130 120 129 129 129 128 774 1,668 1,438 120
7,116 7,089 7,340 7,760 7,883 7,522 44,869 86,946 80,258 6,888
798 795 783 792 791 780 4,767 9,660 8,824 738
(26,867) (25,130) (24,423) (23,716) (23,010) (22,303) (144,478) (280,744) (280,744,
5,228 §,217 5,207 5,186 5,188 5175 31,208 62,797 87,968 4,831
0 0 1] 0 4} 0 1} 0 ¢} . 0
20,084 20,030 18,696 19,962 19,929 19,896 118,875 240,965 222,428 18,538
14,520 11,518 14,613 11,512 11,514 10,359 57,936 118,535 110,340 9,195
0 4] 0 0 o] 1] 0 0 0 0
171,672 175,421 178,500 181,173 182,911 204,156 1,004,742 2,182,293 1,068,271 164,022
396,899 395,883 384,766 393,850 392,533 391,417 2,365,247 4,770,685 4,770,685 .
964,087 861,191 856,962 950,389 947,840 945,290 5,724,758 41,548,344 11,548,344 ,
5,575 5,565 5,555 5,545 5,534 5,524 33,208 66,065 61,814 5,151
676,027 791,352 883,562 968,892 1,083,176 1,168,178 5,638,177 7,871,085 7,265,628 606,460
111,306 121,187 141,110 163,621 187,882 299,626 1,024,822 1,471,871 1,368,650 113221
1} 0 0 4} [o] [¢] 4] 1] 0 0
0 0 [ 1] 0 0 [1} 0 0 0
0 0 0 0 0 12,546 12,548 12,546 11,581 965 |
0 o] 0 0 0 32,418 32,418 32,419 29,925 2,484
0 0 0 0 0 33,697 33,607 33,897 31,106 2,592
$2,642551 $2,784177 $2,873,450 $2,976,380 $3,092,720 $3,391,8756 $17,741,133 $ 31,752,608 $12,781,064 $18,971,552
$1,579,806 $1,5682,950 $1,685,135 $1,566,687 $1,602,658 §$1,612,403 $ 9,640,040 $ 18,671,652
$1,062,655 $1,181,227 $1,288,316 $1,380,363 $4,500,082 $1,779,472 § 8,201,088 $ 12,781,054
08.58121% 98.58121% 08.58121% 08.58121% 08.58121% ©8.658121%
98.76048% 08.76048% 98.76048% 08.76048% ©08.76048%



