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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 5, 2011. We have applied these procedures to the attached summary exhibit prepared by
Florida Power & Light Company (FPL) and to several of its related schedules in support of its
filing for the Environmental Cost Recovery Clause in Docket No. 110007-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

Utility Plant in Service

Objective: The objective of the audit was to verify the Environmental Cost Recovery Clause
(ECRC) project-related plant additions, retirements, and adjustment for the period January to
December 2010.

Procedures: We reconciled the plant in service and accumulated depreciation of all projects
from the filing to the general ledger. Florida Power & Light Company (FPL), as part of the
requirement in the FPSC Docket No. 080677-EIl', transferred all Environmental Cost Recovery
Clause (ECRC) costs related to Cape Canaveral and the Riviera Plant back to its base rate
calculation. The transfers occurred in April 2010. The dollars related to the transfers were
reconciled to the appropriate supporting documentation.

Construction Work in Progress

Objective: The objective of this audit was to verify the net investments associated with the
capital projects:

1. Clean Air Interstate Rule (CAIR) (Project #31).
2. Space Coast Next Generation (Project #38).

3. Martin Next Solar Energy Center (Project 39).

Procedures: A sample of the additions to the above projects was selected. We verified that the
additions had appropriate supporting documentation and were recorded to the correct project and
correct account. These sample items were traced to invoices, billing statements, purchase orders,
contracts, and contract change orders. No errors were found.

Revenue

Operating Revenue

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

Procedures: We reconciled the filing to FPL’s Revenue and Rate Reports which summarize
FPL’s billing. We computed the factors by rate code and compared them to the last Commission

' See Order No. PSC-11-0089-S-Fl issued February 1, 2011, Docket No. 080677-El, Docket No. 090130-El, In Re:
Petition for increase in rates by Florida Power & Light Company, Re: 2009 Depreciation and dismantlement study
by Florida Power & Light Company




order. We selected some customer bills from the customer report to verify that the proper
environmental rate factors were used. No errors were found.

Expense

Operation and Maintenance Expense

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 42-5 A of the
Operation and Maintenance Activities filing.

Procedures: The expenses in the filing were traced to the general ledger. A judgmental sample
of the operation and maintenance expenses was selected 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.

Depreciation and Amortization

Objectives: 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. In
addition, we verified that the dismantlement expense was not included in
depreciation/amortization expense.

Procedures: We recalculated the depreciation expense and the accumulated depreciation for the
month of May 2010, and traced it to the general ledger. The depreciation rates were traced to the
company’s last depreciation study Order No. PSC-10-0153-FOF-EI*. We tested the calculation
to determine if dismantlement expense was recorded in the depreciation expense. No errors were
found.

Objectives: The objective of the audit was to determine if FPL reported any negative
depreciation for any of the ECRC projects on the company filing, 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 filing. The company did not have any negative depreciation
expense.

True-up

Objective: The objective was to verify that the true-up and interest provision amount at
December 31, 2010 was properly calculated.

? See Order No. PSC-11-0089-S-El, issued February 1, 2011, Docket No. 080677-El, Docket No. 090130-EI, In Re:
Petition for in crease in rates by Florida Power & Light Company, Re: 2009 depreciation and dismantlement study
by Florida Power & Light Company




Procedures: We recalculated the true-up and interest provision amount as of December 31, 2010
using the Commission approved beginning balance as of December 31, 2009, the Commercial
paper rates, and the 2010 ECRC Revenues and Costs.

Deferred Gain on Sales of Emission Allowance

Objectives: The objective of the audit was to verify the gains and losses on sales of emission
allowance.

Procedures: The Emission Allowances accounts were traced to the general ledger. The
proceeds from the largest sales were traced to the invoices. Amortization of the proceeds from
one plant location was recalculated. The treatment of the Emission Allowances was made in
accordance with Commission Order PSC-93-1580-FOF-EI°.

3 See Order No. 93-1580-FOF-EI, issued October 29, 1993, Docket No. 930661-EI, Re: Environmental Cost
Recovery Clause
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