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DIRECT TESTIMONY OF KATHY L. WELCH
Q. Please state your name and business address.
A. My name is Kathy L. Welch, and my business address is 3625 N.W. 82nd Ave.,
Suite 400, Miami, Florida, 33166.
Q. By whom are you presently employed and in what capacity?
A, I am employed by the Florida Public Service Commission as a Public Utilities
Supervisor in the Office of Auditing and Performance Analysis.
Q. How long have you been employed by the Commission?
A. I have been employed by the Florida Public Service Commission since June, 1979.
Q. Briefly review your educational and professional background.
A. I have a Bachelor of Business Administration degree with a major in accounting
from Florida Atlantic University and a Masters of Adult Education and Human Resource
Development from Florida International University. I have a Certified Public Manager
certificate from Florida State University. I am also a Certified Public Accountant licensed
in the State of Florida, and I am a member of the American and Florida Institutes of
Certified Public Accountants. I was hired as a Public Utilities Analyst I by the Florida
Public Service Commission in June of 1979. 1 was promoted to Public Utilities
Supervisor on June 1, 2001.
Q. Please describe your current responsibilities.
A. Currently, I am a Public Utilities Supervisor with the responsibilities of
administering the District Office and reviewing work load and allocating resources to
complete field work and issue audit reports when due. I also supervise, plan, and conduct
utility audits of manual and automated accounting systems for historical and forecasted
data.

Q. Have you presented testimony before this Commission or any other
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regulatory agency?

A. Yes. I have testified in several cases before the Florida Public Service
Commission. Exhibit KLW-1 lists these cases.

Q. What is the purpose of your testimony today?

A. The purpose of my testimony is to sponsor the staff audit report of Florida Power
& Light Company (FPL or Utility) which addresses the Utility’s filing in Docket No.
110009-EI Nuclear Cost Recovery Clause for costs associated with its proposed nuclear
units called Turkey Point 6 and 7. We issued an audit report in this docket for the
proposed nuclear units on May 23, 2011. This audit report is filed with my testimony and

is identified as Exhibit KLW-2.

Q. Was this audit prepared by you or under your direction?

A Yes, it was prepared under my direction.

Q. Please describe the work you performed in these audits.

A We reconciled the filing to the general ledger and verified that the costs incurred

were proper and capitalized to the appropriate account.

Construction Work in Progress

We sampled and verified the Company’s pre-construction cost for the year ending
December 31, 2010. We included an assortment of vendors and high dollar amounts in
the sample. Each transaction was traced to supporting documentation, examined to
determine if the cost was appropriately capitalized, and recalculated as needed. Affiliate
transactions were traced to support and compared to market rates. Payroll entries were
traced to timesheets and payroll details and examined to ensure proper payroll
distribution. Cash Vouchers were traced to invoices and contracts. Support for accruals

and other journal vouchers were examined, determined to be reasonable, and recomputed.
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True-up

We obtained Account 107, Construction Work In Progress (CWIP) cumulative
balance at December 31, 2010, the CWIP balance breakdown by project, and the general
ledger excerpt for this period’s project cost. We reconciled the projects total cost to the
CWIP balance. We reconciled the cumulative project balance at year end to this period’s
project cost and reconciled the amount to the general ledger excerpt balance. From the
ledger balance, we subtracted all non-incremental and carrying charges for both
preconstruction and site selection to arrive at the pre-construction cost reflected on the
Utility’s schedule T-6.

We reconciled the Utility’s Schedule T-1 — Revenue Requirement Summary

schedule to the Pre-construction/Site Selection and Deferred Tax Carrying Cost schedules
on Schedules T-2 and T-3A, respectively. We verified the Company’s jurisdictional cost
and recomputed all schedules for mathematical accuracy. Supporting documents for all
adjustments were examined and the amounts were recomputed. We reconciled the
beginning balances and carrying cost rates on the schedules to Commission Orders PSC-
08-0749-FOF-EI, PSC-09-0783-FOF-EI, the Proposed Stipulation of Issues in PSC-11-
0095-FOF-EI, and the revised prior year NCRC filings in Docket No. 100009-EL
Q. Please review the audit findings in this audit report, Exhibit KLW-2.
A. There was one finding in this audit related to lobbying expense. It has been
Commission practice to disallow cost for direct lobbying or in support of direct lobbying
activities. This Commission has maintained that costs of such activities should be borne
by the stockholder since there is no evidence that the ratepayers receive any benefits from
these expenditures.

During the testing of Pre-Construction expenditures, we found two entries for

lobbyist registration fees for seven Company employees totaling $3,430 ($490 per
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lobbyist x 7 Company employees). The invoices are titled “Miami-Dade County 2010
Lobbyist Registration.” If the Commission disallows the cost stated above, Pre-
Construction cost, Carrying Cost on Pre-Construction Cost, and Deferred Carrying Cost
would be reduced by $3,389, $292, and $126, respectively.

Q. Does that conclude your testimony?
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History of Testimony
Provided by Kathy L. Welch

In re: Application for approval of rate increase in Lee County by Tamiami Village Utility,
Inc., Docket No. 910560-WS

In re: Application for transfer of territory served by Tamiami Village Utility, Inc. in Lee
County to North Fort Myers Utility, Inc., cancellation of Certificate No. 332-S and
amendment of Certificate 247-S: and for a limited proceeding to impose current rates,

charges, classifications, rules and regulations, and service availability policies, Docket No.
940963-SU

In re: Application for a rate increase by General Development Utilities, Inc. (Port Malabar
Division) in Brevard County, Docket No. 911030-WS

In re: Dade County Circuit Court referral of certain issues in Case No. 92-11654 (Transcall

America, Inc. d/b/a ATC Long Distance vs. Telecommunications Services, Inc., and
Telecommunications Services, Inc. vs. Transcall America, Inc. d/b/a ATC Long Distance)

that are within the Commission's jurisdiction, Docket No. 951232-TI

In re: Application for transfer of Certificates Nos. 404-W and 341-S in Orange County from
Econ Utilities Corporation to Wedgefield Utilities, Inc., Docket No. 960235-WS

In re: Application for increase in rates and service availability charges in Lee County by
Gulf Utility Company, Docket No. 960329-WS

In re: Fuel and purchased power cost recovery clause and generating performance incentive
factor, Docket No. 010001-EI

In re: Application for staff-assisted rate case in Highlands County by The Woodlands of
Lake Placid, L.P., Docket No. 020010-WS

In re: Application for rate increase in Marion, Orange, Pasco. Pinellas, and Seminole
Counties by Utilities, Inc. of Florida, Docket No. 020071-WS

In re: Petition for rate increase by Florida Power & Light Company, Docket No. 050045-EI

In re: Petition for issuance of a storm recovery financing order, by Florida Power & Light
Company, Docket No. 060038-EI

In re: Application for increase in wastewater rates in Monroe County by K W Resort
Utilities Corp., Docket No. 070293-SU
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In re: Petition for rate increase by Florida Public Utilities Company, Docket No. 070304-EI

In re: Natural gas conservation cost recovery, Docket No. 080004-GU

In re: Nuclear cost recovery clause, Docket No. 080009-E1L

In re: Petition for rate increase by Florida Public Utilities Company, Docket No. 080366-
GU

In re: Petition for increase in rates by Florida Power & Light Company, Docket No.
080677-E1

In re: FPL rate case, Docket No. 080677-E1

In re; Natural Gas Conservation Cost Recovery Clause for Florida City Gas, Docket No.
090004-GU

In re: Nuclear cost recovery clause, Docket No.090009-EI, Florida Power & Light
Company, Nuclear Uprate

In re: Fuel and purchased power cost recovery clause with generating performance
incentive factor, Docket No. 100001-EI, Florida Power & Light Company, Hedging

In re: In re: Fuel and purchased power cost recovery clause with generating performance
incentive factor, Docket No. 100001-EIl, Florida Public Utilities Company, Fuel
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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 24, 2011. We have applied these procedures to the attached schedules prepared by
Florida Power & Light Company in support of its filing for 2010 Nuclear Cost Recovery Clause
relief for Turkey Point Units 6 and 7 in Docket No. 110009-EI.

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.
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Obijectives and Procedures

General
Definitions

The term “Company” refers to Florida Power & Light Company.

The term “Pre-Construction cost” refers to costs that are expended after a site has been selected
in preparation for the construction of a nuclear or integrated gasification combined cycle power
plant, incurred up to and including the date the utility completes site clearing work.'

Utility Books and Records

Objectives: Our objectives were to verify that the Company’s filing agreed to the general ledger
and that the Company maintains its accounts and records in conformity with the Code of Federal
Regulations (C.F.R.).

Procedures: We reconciled the filing to the general ledger and verified that the costs incurred
were proper and capitalized to the appropriate account.

Construction Work in Progress
Site Selection Cost

Objective: Our objective was to verify that the Company’s Site Selection costs are consistent
and in compliance with Section 366.93, F.S., and Rule 25-6.0423, F.A.C.

Procedures: There were no Site Selection costs in this period.
Pre-Construction Cost

Objective: Our objective was to verify that the Company’s Pre-Construction costs are consistent
and in compliance with Section 366.93, F.S., and Rule 25-6.0423, F.A.C.

Procedures: We sampled and verified the Company’s pre-construction cost for the year ending
December 31, 2010. We included an assortment of vendors and high dollar amounts in the
sample. Each transaction was traced to supporting documentation, examined to determine if the
cost was appropriately capitalized, and recalculated as needed. Affiliate transactions were traced
to support and compared to market rates. Payroll entries were traced to timesheets and payroll
details and examined to ensure proper payroll distribution. Cash Vouchers were traced to
invoices and contracts, Support for accruals and other journal vouchers were examined,
determined to be reasonable, and recomputed.

' Rule 25-6.0423(2)(g), F.A.C.
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Construction Cost

Objective: Our objective was to verify that the Company’s Construction cost are consistent and
in compliance with Section 366.93, F.S., and Rule 25-6.0423, F.A.C.

Procedures: There were no Construction costs in this period.
True-up

Objective: Our objective was to reconcile the costs reflected on Schedule T-6 to the general
ledger.

Procedures: We obtained Account 107, Construction Work In Progress (CWIP) cumulative
balance at December 31, 2010, the CWIP balance breakdown by project, and the general ledger
excerpt for this period’s project cost. We agreed the projects total cost to the CWIP balance. We
reconciled the cumulative project balance at year end to this period’s project cost and agreed the
amount to the general ledger excerpt balance. From the ledger balance, we subtracted all non-
incremental and carrying charges for both preconstruction and site selection to arrive at the pre-
construction cost reflected on schedule T-6.

Objectives: Our objectives were to verify that Schedule T-1 — Revenue Requirement Summary
was accurately calculated and that it included the proper balances from supporting schedules in
the Nuclear Cost Recovery Clause (NCRC) filing.

Procedures: We reconciled Schedule T-1 — Revenue Requirement Summary schedule to the
Pre-construction/Site Selection and Deferred Tax Carrying Cost schedules on Schedules T-2 and
T-3A, respectively. We verified the Company’s jurisdictional cost and recomputed all schedules
for mathematical accuracy. Supporting documents for all adjustments were examined and the
amounts were recomputed. We reconciled the bcginnin% balances and carrying cost rates on the
schedules to Commission Orders PSC-08-0749-FOF-EI?, PSC-09-0783-FOF-ED’, the Proposed
Stipulation of Issues in PSC-11-0095-FOF-EI%, and the revised prior year NCRC filings in
Docket No. 100009-EI.

Expense

Operation and Maintenance Expense

Objective: Our objective was to verify that the Company’s Operation and Maintenance (O&M)
expenses are consistent and in compliance with Company’s policies.

Procedures: There were no O&M costs recorded in this period.

2 See Order No, PSC-08-0749-FOF-EI, issued November 12, 2008, Docket No. 080009-El, In Re: Nuclear Cost
Recovery Clause
3 See Order No. PSC-09-0783-FOF-EI, issued November 19, 2009, Docket No. 090009-EI, In Re: Nuclear Cost
Recovery Clause
4 See Order No. PSC-11-0095-FOF-EI, issued February 2, 2011, Docket No. 100009-El, In Re: Nuclear Cost
Recovery Clause
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Audit Findings

Finding 1: Lobbyist Cost

Audit Analysis: It has been Commission practice to disallow cost for direct lobbying or in
support of direct lobbying activities. This Commission has maintained that costs of such
activities should be borne by the stockholder since there is no evidence that the ratepayers
receive any benefits from these expenditures.’

During the testing of Pre-Construction expenditures, we found two entries for lobbyist
registration fees for seven Company employees totaling $3,430 ($490 per lobbyist x 7 Company
employees). The invoices are titled “Miami-Dade County 2010 Lobbyist Registration”; but, the
Company disputes these costs as lobbying costs. The Company stated the following:

“This fee is a requirement to attend Miami Dade County Agency meetings. As part of
the permitting and licensing effort FPL New Nuclear Team employees are required to
attend Agency meetings.”

The schedule on the next page calculates the jurisdictional Pre-Construction cost and associated
Carrying cost adjustments should the Commission choose to disallow the charges.

Source GL
Date | Code SA BA | EAC{ ER| WO | LOC |Account! AMT _ DESCRIPTION

301002 | 52450 |BLUPRJ | 402 682 | 70 | 5643 | 941 | 107100 $ 2,450.00 [Miami-Dade Co Lobbyist Registration
201002 | 52450 |BLUPRJ | 4021 682 | 70 | 5643 ] 941 | 107900] $ _ 980.00 |Miami-Dade Co Lobbyist Registration
Total 3,430.00

Effect on the Filing: If the Commission disallows the cost stated above, Pre-Construction cost,
Carrying Cost on Pre-Construction Cost, and Deferred Carrying Cost would be reduced by
$3,389, $292, and $126, respectively.

% See Order No. PSC-92-0708-FOF-TL, issued July 24, 1992, Docket No. 910980-TL, In Re: Application for a Rate
Increase by United Telephone Company of Florida
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Exhibits

Exhibit 1: Site Selection Revenue Requirement Summary

Turkey Point Units 687
8ito Ssloction Costs and Canvying Costs on Site Selection Cost Balance [SecSon (5)c}1.b.)
Schodule T-1 (Trwe-up) Teue-up Fillng: Ratall Ravenue Requirements Summary
FLORIDA PUBLIC SERVICE COMMISSION EXPLANATION: Provide the caleutofion of the actual tuo-up of
totn) rotell revenve requiremants bacod on actys
COMPANY: FLORIDA POWER & LIGHT COMPANY expenditures for the prior yoar end the proviously fed For the Year Ended 12/31/2010
DOCKET NO.: 110009-E Wimess: Wincle Powers
Line Ag’u Aﬁd A‘:,.rd Actust  Actual Ag):d szm:
No. March Lune Total
Dotare
1. Stis Sefection Revenus Requirements (Schedulo T-2, ne 7) ($35,475) ($35.898) ($35.825) ($35,351) ($35078) ($34.808) ($212.0%3)
2. Construction Carrying Cost Rovenus Requiremoants $0 $o $0 )] $0 0 $0
3 Rocovernble O&M Rovenus Requirements $0 $0 $0 $0 $0 8 $o
4 DTARDTL) Cerrying Cost (Schodule T-3A, fine 8) $15074 $15017 $14960 $14903 $14847 $1TD1  $60.590
5 Othor Adjsstments $0 $0 $0 30 $0 $0 $0
8. Total Period Revonuo Roquirements (Lines 1 though 5) :
7. Projectad Revenue Roquiroments for the pestod (Order No. PSC 090T83-FOF-E1) $13,714) ($13519) ($13.324) ($13,129) ($12939) ($12738) ($78.357)
& Dfierence (Trueup bo Projectons) (Lino 6.« Uno 7) ($7.320) (87,296
N Actug! | Estimated Revenus Requirements for the poriod (521,102) ($20.882) ($20685) ($20448) ($20.231) ($20.014) ($1,343)
10.  Finel Trueup Amount far the Perlod (Line 8 - Line 9) 30 0 w0 ) $0__ $0
Totals may net add due o rounding

Pego 10f2
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Tusksy Polnt Units 647

Final Yruo-up Amourt for the Pedod (Line 6 - Line ©)

Tetats may 0ot add due to roursting

—

—%___®_—% % % % " %

Schodii T-1 (Tuop). mw&mw&mmm&&m [Sectian (G)c)1.0.}
FLORIDA PUBLIC SERVICE COMMISSION EXPLANATION: Pronica the ealautation of the actus! tue-up of
COMPANY: FLORIDA POWER & LIGHT COMPANY Wmemw For the Year Endod 1231/2010
DOCXKET NO.: 110009-E1 Cxpendihros Witness: Wisnis Powery
o T LR L E L
No Sy October _Wovember Oecomber _ Yotst
etonal
1 Stia Seloction Revenue Roquiroments (Schedide T-2, Ene 7) ($34,532) ($34,259) ($33.988) ($33.713) ($I3440) (333.167) ($416,029)
2 Consbuction Canying Cost Revarue Roquirsments 0 %0 % $0 $0 $0 $0
3 Racoversble O4M Ravenue Requirements $0 90 0 $ $ 9 %
4 DTAXDTL) Corying Cost (Schodisto T-3A, Ene 8) $14,735 $14679  $14624 $14580 $US5K 314460 $ITM2
s Other Adjustments s 9 0 $0 0 0 0
e Total Perod Rovoruo Roguirements (Lines 1 though 5) : :
L8 Projoctad Retum Requiraments for the period (Order No. PSC 08-0783-FOREN ($12543) ($12349) ($12.152) ($11.857) ($11.762) ($11.567) ($161.886)
8 Difforence (True-up fo Projections) (Line 8 - Line 7) 164 140 171
Y Actual | Estimatsd Reventn Requiramerss for tho pesiod (210.787) ($10.579) ($19.382) ($10,144) ($18,826) ($16,707) ($238,857)

Paga20l2
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Exhibit 2: Pre-Construction Revenue Requirement Summary

Turhoy Point Units 687

Pro-Canstruction Costs and Carvying Costs on Construetion Cost Batance {Section {6)c)1.bJ
Schods T4 (Tnoag) Trse-cp Filing: Retal Reveruse Roqutremonts Summary
FLORIDA PUBLIC SERVICE COMMSSION mmm&mdumm;ﬂ
COMPANY: FLORIDA POWER & LIGHT COMPANY ependRares for the prior your and the provicusly God For 8o Yoar Endod 1243172010
DOCKET HO: 110000-81 ' WAzoss: Winsle Powers
e LI &... 2 e = 0
. Pro-Conatruction R Raqutrements (Schedile T-2, tne 7) ($7.583,320) (ST.518,784) ($5.23028) ($7.252.140) (I9.806,708) (30444.207) (340.542.585)
2 Comsruction Canying Cost Rovenuo Roquremonts % %0 s o %0 0 ®
3 Recovembls O8M Rovonuo Roquiroments
‘. DTAOTL) Canying Cost (Schoduto T-3A, tine 8)
5  OterAgusmens
&  Tots! Povlod Roverue Roquroments (Lines ¢ though 5) "
7. Projectsd Rovenuo Regquiremoats for the pedod (Order No. PSC 09-0763-FOF-E1) S24Z1381  ($887.148)  ($T7.014)  $386085  (BT4Y  ($853A) $502.050
8  Diforance Une6-Lhe?) ? 8,
9% Actusi / Egtimstad Ravonuo Roquirements for tho pedod ($7320,625) ($6.840,881) ($1840618) ($5,224.081) ($5.950778) {$2462.500)  (§22,080,81%)
10.

Finat Truo-up Amourz for tho Pariod (Line 8 - Line §)
Totals may not add dus ta rounding
Poga 1 af2
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Pro-Construstion Costs and Canylng Costs on Constructicn Cost Batanco {Section (5)c)1.0.]
Schedio 11 (v 1) Trvo-up Pilng: Retell Reventio Requiroments Summary
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DIRECT TESTIMONY OF KATHY L. WELCH
Q. Please state your name and business address.
A. My name is Kathy L. Welch, and my business address is 3625 N.W. 82nd Ave.,
Suite 400, Miami, Florida, 33166.
Q. By whom are you presently employed and in what capacity?
A, I am employed by the Florida Public Service Commission as a Public Utilities

Supervisor in the Office of Auditing and Performance Analysis.

Q. How long have you been employed by the Commission?

A. I have been employed by the Florida Public Service Commission since June, 1979.
Q. Briefly review your educational and professional background.

A, I have a Bachelor of Business Administration degree with a major in accounting

from Florida Atlantic University and a Masters of Adult Education and Human Resource
Development from Florida International University. I have a Certified Public Manager
certificate from Florida State University. Iam also a Certified Public Accountant licensed
in the State of Florida, and I am a member of the American and Florida Institutes of
Certified Public Accountants. I was hired as a Public Utilities Analyst I by the Florida
Public Service Commission in June of 1979. 1 was promoted to Public Utilities
Supervisor on June 1, 2001.

Q. Please describe your current responsibilities.

A. Currently, I am a Public Utilities Supervisor with the responsibilities of
administering the District Office and reviewing work load and allocating resources to
complete field work and issue audit reports when due. I also supervise, plan, and conduct
utility audits of manual and automated accounting systems for historical and forecasted
data.

Q. Have you presented testimony before this Commission or any other
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regulatory agency?
A. Yes. I have testified in several cases before the Florida Public Service
Commission. Exhibit KLW-3 lists these cases.
Q. What is the purpose of your testimony today?
A. The purpose of my testimony is to sponsor the staff audit report of Florida Power
& Light Company (FPL or Utility) which addresses the Utility’s filing in Docket No.
110009-EI Nuclear Cost Recovery Clause for costs associated with its nuclear extended
power uprate. We issued an audit report in this docket for the proposed nuclear units on
May 31, 2011. This audit report is filed with my testimony and is identified as Exhibit
KLW-4.
Q. Was this audit prepared by you or under your direction?
A Yes, it was prepared under my direction.
Q. Please describe the work you performed in these audits.
A General

We verified the components of the T-3 schedule, recalculated the schedule and
traced FPL’s debt and equity rates to source documentation. We also reconciled the
adjustments to source documentation. We verified the components of the T-3A schedule,
recalculated the schedule and traced FPL’s debt and equity rates to source documentation.
We also reconciled the adjustments to source documentation.

We read FPL’s internal audit for the nuclear uprate project. We determined what
testing was done and reviewed any findings.

Construction Work in Progress & Plant in Service

We obtained Excel files of all the charges made to the filing. We reconciled the
filing to these files. We sorted the files by both dollar amounts and vendors and selected

a sample that included high dollar amounts and an assortment of the various vendors. We
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selected cash vouchers, journal vouchers, material and supplies, and payroll source codes.
We traced the sample to source documentation.

We compared the amounts paid to the contractors to the invoices and purchase
orders and also compared the rates paid to the contracts when applicable. We also traced
various sample items to a listing of open contracts provided by FPL.

For payroll we obtained a list of all employees charged to the uprate. The hours
and amounts in this report were reconciled to FPL’s payroll reports.

For the affiliate charges we obtained invoices and journal vouchers. We
recalculated the payroll dollars and compared them to a market rate from an outside
source. We also traced travel expenses to source documentation and determined the
relationship to the project.

We recalculated adjustments made to Schedule T-6 and traced them to supporting
documentation.

We read FPL’s testimony related to the separate and apart procedures. We
reviewed the Recoverable Cost Justification Forms prepared by FPL and reconciled to
sample items, when applicable.

We reconciled the amounts for plant in service and depreciation from the Orders
to FPL’s books. We also reconciled the plant in service amounts from the Orders to
FPL’s filing Appendix A.

The total capital costs were reconciled to the general ledger.

Operating and Maintenance Expenses

We obtained Excel files of all the charges made to the filing. We reconciled the
filing to these files. We sorted the files to select a sample that included an assortment of
all source codes. We reconciled the sample items to the proper source documentation.

We recalculated adjustments made to Schedule T-4 and traced them to supporting

-3-




documentation.

The total operating and maintenance costs were reconciled to the general ledger.
Please review the audit findings in this audit report, Exhibit KL.W-2.

There were no findings is this audit.

Does that conclude your testimony?
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History of Testimony
Provided by Kathy L. Welch

In re: Application for approval of rate increase in Lee County by Tamiami Village Utility,
Inc., Docket No. 910560-WS

In re: Application for transfer of territory served by Tamiami Village Utility, Inc. in Lee
County to North Fort Myers Utility, Inc., cancellation of Certificate No. 332-S and
amendment of Certificate 247-S: and for a limited proceeding to impose current rates,
charges. classifications, rules and regulations, and service availability policies, Docket No.
940963-SU

In re: Application for a rate increase by General Development Utilities, Inc. (Port Malabar
Division) in Brevard County, Docket No. 911030-WS

In re; Dade County Circuit Court referral of certain issues in Case No. 92-11654 (Transcall
America, Inc. d/b/a ATC Long Distance vs. Telecommunications Services, Inc., and
Telecommunications Services, Inc. vs. Transcall America, Inc. d/b/a ATC Long Distance)
that are within the Commission's jurisdiction, Docket No. 951232-TI

In re: Application for transfer of Certificates Nos. 404-W and 341-S in Orange County from
Econ Utilities Corporation to Wedgefield Utilities, Inc., Docket No. 960235-WS

In re; Application for increase in rates and service availability charges in Lee County by
Gulf Utility Company, Docket No. 960329-WS

In re; Fuel and purchased power cost recovery clause and generating performance incentive
factor, Docket No. 010001-EI

In re: Application for staff-assisted rate case in Highlands County by The Woodlands of
Lake Placid, L.P., Docket No. 020010-WS

In re: Application for rate increase in Marion, Orange. Pasco. Pinellas, and Seminole
Counties by Utilities, Inc. of Florida, Docket No. 020071-WS

In re: Petition for rate increase by Florida Power & Light Company, Docket No. 050045-E1

In re; Petition for issuance of a storm recovery financing order, by Florida Power & Light
Company, Docket No. 060038-EI

In re: Application for increase in wastewater rates in Monroe County by K W Resort
Utilities Corp., Docket No. 070293-SU
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In re: Petition for rate increase by Florida Public Utilities Company, Docket No. 070304-EI

In re: Natural gas conservation cost recovery, Docket No. 080004-GU

In re: Nuclear cost recovery clause, Docket No. 080009-EI

In re: Petition for rate increase by Florida Public Utilities Company, Docket No. 080366-
GU

In re: Petition for increase in rates by Florida Power & Light Company, Docket No.
080677-E1

In re: FPL rate case, Docket No. 080677-EI

In re; Natural Gas Conservation Cost Recovery Clause for Florida City Gas, Docket No.
090004-GU

In re: Nuclear cost recovery clause, Docket No.090009-EI, Florida Power & Light
Company, Nuclear Uprate

In re: Fuel and purchased power cost recovery clause with generating performance
incentive factor, Docket No. 100001-EI, Florida Power & Light Company, Hedging

In re: In re: Fuel and purchased power cost recovery clause with generating performance
incentive factor, Docket No. 100001-EI, Florida Public Utilities Company, Fuel
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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 24, 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 Nuclear Extended Power Uprate in Docket No. 110009-EI.

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.
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Objectives and Procedures

General

Objectives: Our overall objective was to verify FPL’s T-1 schedule-Revenue Requirements
Summary, which includes the construction carrying cost revenue requirement, the operating and
maintenance revenue requirement and the deferred tax asset/liability carrying cost. Also that it
is consistent with Section 366.93, F.S., and Rule 25-6.0423, FA.C.!

Procedures: We performed the following specific objectives and procedures to satisfy the
overall objectives mentioned above.

Objective: The objective of the audit was to verify the 2010 Carrying Costs on Construction
Cost Balance as shown on Schedule T-3.

Procedures: We verified the components of the T-3 schedule, recalculated the schedule and
traced FPL’s debt and equity rates to source documentation. We also agreed the adjustments to
source documentation.

Objective: The objective of the audit was to verify the 2010 carrying costs on Deferred Tax
Asset/Liability as shown on T-3A.

Procedures: We verified the components of the T-3A schedule, recalculated the schedule and
traced FPL’s debt and equity rates to source documentation. We also agreed the adjustments to
source documentation.

Objective: The objective of the audit was to review any internal audits to determine if any
adjustments affect the audit.

Procedures: We read FPL’s internal audit for the nuclear uprate project. We determined what
testing was done and reviewed any findings.

Construction Work in Progress

Objective: The objective of the audit was to verify the 2010 Construction Costs as shown on
Schedule T-6 — Monthly Expenditures.

Procedures: We obtained Excel files of all the charges made to the filing. We reconciled the
filing to these files. We sorted the files by both dollar amounts and vendors, and selected a
sample that included high dollar amounts and an assortment of the various vendors. We selected
cash vouchers, journal vouchers, material and supplies, and payroll source codes. We traced the
sample to source documentation.

We compared the amounts paid to the contractors to the invoices and purchase orders and also
compared the rates paid to the contracts when applicable. We also traced various sample items
to a listing of open contracts provided by FPL.

For payroll we obtained a list of all employees charged to the uprate. The hours and amounts in
this report were reconciled to FPL’s payroll reports.

! Rule 25-6.0423, Nuclear or Integrated Gasification Combined Cycle Power Plant Cost Recovery.
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For the affiliate charges we obtained invoices and journal vouchers. We recalculated the payroll
dollars and compared them to a market rate from an outside source. We also traced travel
expenses to source documentation and determined the relationship to the project.

We recalculated adjustments made to Schedule T-6 and traced them to supporting
documentation.

Objective: The objective of the audit was to review and document FPL’s separate and apart
process for identifying and applying adjustments necessary to ensure the nuclear uprate amounts
are limited to those costs that are separate and apart from nuclear costs that would have been
necessary had there been no uprate project.

Procedures: We read FPL’s testimony related to the separate and apart procedures. We
reviewed the Recoverable Cost Justification Forms prepared by FPL and reconciled to sample
items, when applicable.

Objectives: The objective of the audit was to review and reconcile clearings to plant in service
and depreciation for years ending 2009 and 2010, pursuant to Orders PSC-10-0207-PAA-EI and
PSC-11-0078-PAA-EP, respectively.

Procedures: We reconciled the amounts for plant in service and depreciation from the Orders to
FPL’s books. We also reconciled the plant in service amounts from the Orders to FPL’s filing
Appendix A.

Objective: The objective of the audit was to reconcile Schedule T-6 to the general ledger.

Procedure: The total capital costs were reconciled to the general ledger.

Operating and Maintenance Expenses
Objective: The objective of the audit was to verify the 2010 Operating and Maintenance costs as
shown on Schedule T-4-O&M Monthly Expenditures.

Procedures: We obtained Excel files of all the charges made to the filing. We reconciled the
filing to these files. We sorted the files to select a sample that included an assortment of all
source codes. We reconciled the sample items to the proper source documentation.

We recalculated adjustments made to Schedule T-4 and traced them to supporting
documentation.

Objective: The objective of the audit was to reconcile Schedule T-4 to the general ledger.

Procedure: The total operating and maintenance costs were reconciled to the general ledger.

2 See Order PSC-10-0207-PAA-EI issued April 5, 2010 in Docket No. 090529-El, Re: Extended Power Uprate
roject.

? See Order PSC-11-0078-PAA-El issued January 31, 2011 in Docket No. 100419-El, Re: Extended Power Uprate

system..
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Audit Findings

None
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