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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 7, 2011. We have applied these procedures to the attached summary exhibit prepared by
Florida Power & Light Company and to several of its related schedules in support of its filing for
the Fuel Cost Recovery Clause in Docket 110001-EIL

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.



Obijectives and Procedures

True-up

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

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.

Capital Investment

Objective: The objective was to verify the Fuel Cost Recovery Clause plant additions,
retirements, and adjustments for the period January 1, 2010 through December 31, 2010.

Procedures: We obtained the schedule of Capital Investment and reconciled total depreciation
and return on investment to the filing. The beginning balances for Plant and Accumulated
Depreciation were traced to prior audit workpapers. All the components of depreciation and
return were recalculated. There were no additions and retirements in 2010. The debt and equity
rates were traced to Commission approved cost rates. No errors were found.

Revenue

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

Procedures: We prepared a schedule of revenues from FPL’s Revenue and Rate Reports which
summarize FPL’s billing. We computed the factors by rate code and compared them to
Commission Order PSC-09-0795-FOF-EL.! We selected a sample of customer bills to verify that
the proper fuel rate factors were used. No errors were found.

Expenses

Objective: The objectives were to verify that the costs charged to expenses agree to the general
ledger and that they are supported by source documentation.

Procedures: We obtained a file of detailed transactions charged to the fuel general ledger
accounts, summarized them, and reconciled them to the general ledger and the filing. Using this
file, we selected a sample of transactions that went to inventory and were transferred to the fuel
accounts and transactions that were directly charged to the fuel expenses. We traced the sample
to source documents. No errors were found.

We reviewed internal audits that relate to internal control over divisions that handle fuel and
energy purchases. No material errors were found.

! gee Order No. PSC-09-0795-FOF-E], Issued date December 2, 2009, Docket No. 090001-El, In re:Fuel and
purchased power cost recovery clause with generating performance incentive factor.



Fuel Burned

Objective: The objective was to verify that the fuel burmed included in Schedule A-4, System
Net Generation and Fuel Cost, agrees with the utility’s generation and inventory reports.

Procedures: The “as burned” fuel cost shown on Schedule A-4 was reconciled to the “LFARS
Fuel Used in Electric Generation Report” and to the “Fossil Fuel Inventory Report” for one
month. For selected plants, we reconciled the unit consumption from the “Fuel Used Summary
Reports” and the “Fuel Balancing Reports” to the consumption on Schedule A-4. No errors were
found.

Generation Related Gains

Objective: The objective was to verify that in Schedule A6, FPL has credited generation-related
gains derived from non-separated wholesale energy sales to the fuel clause as set forth in
Commission Order PSC-00-1744-PAA-EL?

Procedures: We reconciled schedule A6 to the general ledger and selected a sample of sales to
test. The sales were traced to the “Power Deal Lambda” reports, deal ticket log, and
confirmations. The gains were recalculated. No errors were found.

Power Purchase
Objectives: The objectives were to determine if power purchased on Schedule A7 was accurate,
bilied with the correct kilowatts per hour, and charged according to the contract.

Procedures: The purchases for one month were traced to invoices and rates were reconciled to
the company’s Unit Power Sales contract with Southern Company. No errors were found.

Qualifying Facilities
Objective: The objective was to verify that energy payments to qualifying facilities on Schedule

A8 are based on the negotiated contract rate.

Procedures: Since the charges for the month are based on estimates and true-ups for the prior
month, the estimates for one month were traced to the source documents and the true-ups were
traced to the prior estimate and to the actual bill for the period. No errors were found.

Purchased Power
Objectives: The objective was to verify that Schedule A9-Purchased Power and the dollars paid
were substantiated by valid documentation.

Procedures: The costs for one month were traced to “Lambda Reports™. Deals from this report
were selected at random and traced to purchase statements and invoices. No errors were found.

* See Order PSC-00-1744-PAA-EI, Issuad Date September 26, 2000, Docket No. 991779-EI, In re: Review of the
appropriate application of incentives to wholesale power sales by investor-owned electric utilities.



Nuclear Fuel Disposal Costs

Objective: The objective was to verify that Nuclear Fuel Disposal Costs were accurate and
consistent with the prior period.

Procedures: We reconciled Nuclear Fuel Disposal Costs to the general ledgers and traced the
amounts for January through December 2010 to applicable invoices. No errors were found.

Vendor Credits and Rebates

Objective: The objective was to verify that vendor rebates and refunds are credited to the fuel
costs.

Procedures: We obtained a printout of the fuel payable account and determined that the credits
were netted from the costs by tracing the amounts from the “Monthly Gas Closing Report™ to the
filing, Schedule A2. No errors were found.

Coal Inventory Adjustments

Objectives: The objectives were to verify that coal inventory has been completed and that

adjugtments to inventory were made in accordance with Commission Order PSC-97-0359-FOF-
EL

Procedures: We obtained the inventory analysis, inventory adjustment and survey reports. The
inventory adjustments were recalculated and traced to survey reports and inventory analysis. The
adjustments were traced to the general ledger and filing schedules. We reviewed the
methodology used to calculate the adjustments and compared them to Commission Order PSC-
97-0359-FOF-EI. No errors were found.

Natural Gas Storage

Objective: The objective was to verify the payments for firm natural gas storage to Bay Gas.

Procedures: The expenses for one month were reconciled to the invoices from Bay Gas Storage.
We also reconciled these amounts to the payment summary, purchase statements and to reports
from Florida Gas Transmission. No errors were found.

Unit Power Sales Contracts with Southern Company
Objective: The objective was to review the utility’s audit of its Unit Power Sales contracts with
Southern Company and Jacksonville Electric Authority.

Procedures: The utility has not performed audits for this time period. Therefore, no audits were
reviewed.

¥ See Order PSC-97-0359-FOF-EI, Issued Date: 3/31/1997, Docket No. 970001-El, In re: Fuel and purchase power
cost recovery clause and generating performance incentive factor.



Transportation Service Charges

Objectives: The objective was to verify that the firm transportation service charges for natural
gas transportation agree with the firm transmission service (FTS) rate schedules from the
pipeline company tariffs.

Procedures: We selected firm transportation service (FTS) charges from the monthly gas
closing report and verified the rates to the pipeline company tariffs. No errors were found.



Audit Findings

None
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