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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 Accounting and Finance in its audit service request dated
January 22, 2015. We have applied these procedures to the attached summary exhibit and to
several related schedules prepared by Florida Power & Light Company in support of its 2014
filing for the Fuel and Purchased Power Cost Recovery Clause in Docket No. 150001-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.



Obijectives and Procedures

General
Definitions

FPL/Utility refers to the Florida Power & Light Company.
FAC refers to the Fuel and Purchased Power Cost Recovery Clause.

Revenues

Objectives: The objectives were to determine the actual Kilowatt Hours (KWH) sold for the
period January 1, 2014, through December 31, 2014, and whether FPL applied the Commission
approved cost recovery factor to actual KWH sales for the FAC.

Procedures: We computed revenues using the factors in Order No. 13-0665-FOF-EI, issued
December 18, 2013 and actual KWH sales from the Fuel Revenue Reports and reconciled them
to the general ledger and FAC. We selected a sample of residential and commercial customers’
bills for the period and recalculated each to verify the use of the correct tariff rate. No
exceptions were noted.

Expenses

Objectives: The objectives were to review the expenses which the Utility included in the FAC
and to determine whether those expenses are properly recoverable based on the requirements
established in Order No. 14546, issued July 8, 1985.

Procedures: We reconciled fuel expenses in the FAC to the general ledger. We reviewed and
sampled fuel expenses reported on Schedules A-1 and A-2 and other supporting documentation
to determine that fuel expense included in the FAC complied with the requirements of Order No.
14546. No exceptions were noted.

Objectives: The objective was to determine whether generation-related gains derived from non-
separated wholesale energy sales were credited to the FAC as required in Order No. PSC-00-
1744-PAA-E], issued September 26, 2000.

Procedures: We selected February’s Energy Marketing energy sales transactions to sample for
the period. The transactions were traced to invoices, and Energy Marketing reports. The gains
were recalculated and the credit was traced to the FAC. No exceptions were noted.

Objective: The objective was to determine whether energy payments to qualifying facilities on
Schedule A-8 are based on the appropriate standard offer or negotiated contract rate.

Procedures: We selected a sample of energy payment transactions for the period. The
payments were traced to purchase statements, invoices and billing statements. The gains were
recalculated and the credit was traced to the FAC. No exceptions were noted.



Objectives: The objective was to determine whether the payments for firm natural gas storage
were recorded according to the terms and conditions of the Storage Service Agreement between
FPL and Bay Gas Storage Co., Ltd.

Procedures: We tested a sample of vendor invoices and agreed the quantities and costs to the
terms and conditions of the gas storage agreement. No exceptions were noted.

Objective: The objective was to determine whether the firm transportation service (FTS) charge
for transporting natural gas agrees with the FTS rate schedules from the pipeline company’s
tariff.

Procedures: We obtained lists of all FTS payments in 2014. We sampled FTS payments and
traced them to the vendor invoices, FPL purchase statements and to the pipeline company’s
posted tariffs. No exceptions were noted.

Objectives: The objective was to determine whether purchased power payments on Schedule A-
7 were accurate and charged according to the vendor contracts.

Procedures: We obtained and sampled purchased power for Jacksonville Electric Authority and
Southern Company. We recalculated and traced the sample to the true-up schedules. The true-
up schedules were verified and the prior months fuel costs were reconciled to actual invoices. No
exceptions were noted.

Inventory

Objectives: The objectives were to determine whether semi-annual coal inventory surveys were
completed and that inventory adjustments to coal supplies were made as required in Order PSC-
97-0359-FOF-EI, issued March 31, 1997.

Procedures: We obtained FPL’s coal inventory analysis, inventory adjustment and survey
reports. The adjustments were recalculated and reconciled to the survey reports and inventory
analysis. We verified that the inventory adjustment calculations were consistent with the
requirements of Order No. PSC-97-0359-FOF-EI. The inventory adjustments were traced to the
FAC and the general ledger. No exceptions were noted.

Other

Objectives: The objective was to determine whether any vendor credits or rebates were credited
to fuel cost in the FAC.

Procedures: We obtained a schedule of FPL’s fuel payable account for the period. We selected
a sample of invoices and verified that no credits or refunds were present. Additionally, we
obtained a statement from FPL confirming that no credits or refunds were received during the
period. No exceptions were noted.

Objective: The objective was to determine whether the heat rates shown on Schedule A-4 for
the Generating Performance Incentive Factor (GPIF) units reconcile with the annual GPIF
filings.

Procedures: We reconciled the heat rates with the annual GPIF filings. We recalculated and
reconciled the service hours, reserve shutdown hours, and unavailable hours to source
documentation. No exceptions were noted.



Objective: The objectives were to determine whether the coal and oil purchases on Form 423
reconcile with the FAC and are supported by source documentation and backed by contractual
obligations.

Procedures: We reconciled coal and oil purchases on Form 423 with the FAC and the Fossil
Fuel Inventory Report for the period. We traced Schedule A-5 to the Fuel Used in the Electric
Generating Plants Reports which were tested in our sampling of Fuel Costs of System Net
Generation. We also traced receipts to the fuel invoices and verified that the transportation rates
were calculated in compliance with vendor contracts. No exceptions were noted.

Objective: The objective was to determine whether the incremental gains included in the FAC
are consistent with FPL’s Incentive Mechanism that was approved in Order No. PSC-13-0023-S-
El, issued January 14, 2013.

Procedures: We obtained a schedule of all incremental gains by asset optimization measure as
defined in Order No. PSC-13-0023-S-EI that were included in the FAC. We reviewed a sample
of the transactions for each asset optimization measure for the period and traced each transaction
to supporting invoices, purchase statements, and pipeline reports. We verified that the
transactions were “arm’s length” and not associated with FPL’s parent, NextEra Energy, Inc. or
its subsidiaries. We recalculated the incremental gains and reviewed the market price and index
inputs used by FPL to calculate the gains. We also selected a sample of incremental costs and
traced them to the invoices to verify these costs were related to the Incremental Optimization
program. ‘

Objective: The objective was to determine whether the incremental optimization costs included
in the FAC are consistent with FPL’s Incentive Mechanism that was approved in Order No. PSC-
13-0023-S-EI

Procedures: We obtained a schedule of all incremental optimization costs as defined in Order
No. PSC-13-0023-S-EI that were included in the FAC. We reviewed a sample of the
incremental costs incurred by FPL to manage the Incentive Mechanism and its related purchase
and sales programs. :

Objectives: The objectives were to determine whether the gains on short-term power sales and
the savings on short-term power purchases are included in the FAC and that they are consistent
with FPL’s Incentive Mechanism that was approved in Order No. PSC-13-0023-S-EI.

Procedures: We obtained a schedule of short-term power sales and purchases included in the
FAC. We reviewed a sample of power transactions to check for gains or savings on short-term
purchases that should be included as part of the Incentive Mechanism. We verified that FPL’s
application of the phrase “short-term” for these transactions is consistent with the intentions
defined in Order No. PSC-13-0023-S-EI.

Objectives: The objective was to examine FPL’s analysis and internal audits of its Unit Power
Sales contracts with Southern Company and the Jacksonville Electric Authority (JEA).

Procedures: The Utility has not performed an internal audit of Unit Power Sales contracts with
the Southern Company and JEA.



Objectives: The objectives were to verify the time period for the extended outage that occurred
at St. Lucie Unit 2 and to determine the replacement fuel cost for the outage period.

Procedures: We verified the extended outage time by reconciling the reported outage time to
FPL’s GPIF filings. We recalculated and traced FPL’s estimated fuel replacement cost to
supporting documentation. Finding 1 provides additional information for this issue.

True-Up

Objective: The objective was to determine if the True-Up and Interest Provision as filed was
properly calculated.

Procedures: We traced the December 31, 2013, True-Up Provision to the Commission Order.
We recalculated the True-Up and Interest Provision amounts as of December 31, 2014, using the
approved beginning balance as of December 31, 2013, the Financial Commercial Paper rates,
and the 2014 revenues and costs. No exceptions were noted.



Audit Findings

Finding 1: St. Lucie 2 Outage — Replacement Fuel Cost

Audit Analysis: In March, 2014, FPL’s St. Lucie 2 entered into a 34 day planned outage for
refueling purposes. Information provided by the Utility indicates that the outage time was
extended by approximately 430 hours or 18 days into April 2014 because of four subsequent
events that required additional maintenance and repairs.

FPL estimates that the extended outage at St. Lucie Unit 2 resulted in a loss of 393,159 megawatt
hours (MWh) of generation at an average cost of $36.10 per MWh and that the total net
replacement fuel cost was $11,578,891.

FPL provided a schedule that calculates the individual and total net replacement fuel cost for
each of the four subsequent events. We reviewed, recalculated and traced the inputs on the
schedule to the FAC and the GPIF filing. The schedule with calculations provided by FPL is
displayed on Table 1-1 that follows.

Effect on the General Ledger: None
Effect on the Filing: To be determined by the analyst in Tallahassee.



Table 1-1

Calculation of Net Fuel Replacement Cost

';‘;:':: Event End | Seq.# | Event Title ro\s‘; (L“o‘:f: MWh Loss Replézes:nem Reg'::fg;’“' Sléoil:el F]::;:‘Ce::t Repl:::?ment
($/MWh) (/MW h) ($) Cost (8)
1 | Foreign Material| 913 297.6 271,709 $36.10]  $9,809,649 $6.65| $1,807,740]  $8,001,909
ai612014 | 0arz3noral 2 Feed Ring 913 42.0 38,346 $36.10]  $1,384,426 $6.65| $255,125| $1,129,302
00:03 22:37 3 [Hydrazine valve| 913 68.0 62,077 $36.10]  $2,241,188 $6.65[ $413,010] $1,828,178
4 Purge Valve 913 23.0 21,036 | $36.10 $759,457 $6.65| $139,954 $619,503
430.6 393,167 $14,194,721 $2,615,830 $11,578,891
April 2014 - A3 Data $645,315/day
Fuel MWh | %Mix | Fuel Cost$ |$/MWh| Demands Rf:";;“;' $/MWh | WA S/MWh
Heavy Oil | 100,486 | 1.35%| $15,042,565 | $149.70 0| $15,042,565 $149.70 $2.02
Light Oil 26,627 [ 0.36%|  $4,450,154 | $167.13 o] s4,450,154 $167.13 $0.60
Coal 68,544 | 092%|  $2,347,383 | $34.25 o| $2,347,383 $34.25 $0.31
Gas 7,266,457 | 97.38%| $295,715,628 | $40.70] $48,146,993 | $247,568,635 $34.07 $33.18
Total 7,462,114 | 100.00%| $317,555,731 $48,146,993 | $269,408,738 $36.10
April 2014 - A4 Data
1 Fuel Co{SL1 $/MWh
0.67 6.653




Exhibit 1: True-Up

Exhibit

FOR THE PERIOD: JANUARY 2014 THROUGH DECEMBER 2014

L ) L) ¥ ) LT V) e« ¥V o v 8) LA ¥ a0y ¥ ay Vg |4 (13) LAY
| T | Jlanusey Actuat | February Actual | MarchActusl | Apritactual | MayAciuel | JuneActual | JulyActusl | AugustActusl ] Seprember Actual | October Actual | November Actusl | December Actuai | 12 Month Period |
¥ Fuel Cosis &) Power Transsciions
P 2 FusiCostof SystemNet Generation (Pet A3)' $249.704.921  $261.698.473  $276.728.131  S327.817.647  $318,300.54)  $314.843.954  $326.439.78S  $336.083,648 3295,997.373  $288,890,357  $233,906,503  $243,323,735  $).473.735.271
¥ 3 Nuctear Fuel Disposal Costa (Per A2) $2,439.404 $2,206.427 $1.368,858 $2,328,964 $2.227,999 (53.383,088) so 50 s0 so so $8.789.711
¥ 4 FuclCostof Power Sold (Pes A6) (517.351.697) (513,007,326 (S 10.682.134)  (53.087,957)  (S).490.214)  (52.666.273)  (S2.776.716)  ($2.246.228; ($3.048.684)  (S4.264.371)  (512.481.194) (57.611.418)  (582.914.272)
¥ 5 Gaiss fromOff-SysicmSales (Per AS) (S27.898.389)  ($3.439.980)  (51.185.661) (5703,539) (5713.114)  (51.666.239) (5703.488) (s482.731) (5733.134) (5 868.452) (53.531.312) ($2.046.231)  (546.064.330)
P & FusiCostaf PurchasedPower (Per A7) $15.810.659 S11.965.732  $14.152.295  S11.187.397  $12,038.150  $20.546.499  $27.274.416  $27.336.660 $22.525.189  $1%.348.421 $15.133.8% 51.309.73¢  $201.950.650
¥ 7 EaergyPayments 10Qualifying Facilines (Per AL) $3.679.181 $3.21.873 58109727 SEIIB.354 512,056,379 $12.462.904 511841249  $12.174.094 $9.142.206 $7.320.443 $18,200,003 $2.548.71) 599,148,525
¥ 5 EncrgyCostof Economy Purchases (Pes A%) : 5 14,909 $1.307,551 5199.473 $1.519.318 5821311 $2.584.878 $2.324.30)  $10.058.351 $ 333,360 $866.350 538,316 5 560 520,444,079
¥ 9 TowulFuaCosts &NetPower Transactions $3226.218.9%9 5263852830 5286903697 8 346,420,418 3 341.342.219 5 348.334.121 561,014,659 $382,943.794 $324.321.291 _$310.393.150 __ $241,676,392 _ $243.525,073 _ §3.677,086.633
¥ 0 Incrementsl Optimisstian Casts
Y u ::‘":;‘""' Peraonnct. Softwarc. andHarduare Coats $3%.078 $28.764 $31.903 $33.006 533,316 $32.338 $ 30,961 $33.043 $64.356 $40,497 $42,044 $31.122 $460,428
o
P |3 Verisble Pomes PlastOsi Coste over 314,000 MWH (544.399) sinas2 s470.412 s134,512 s136.818 $129,944 5119.938 ses.783 $136.346 $175.249 s471.831 s423.371 $2.259,985
Theeshold (Per A6)
¥ 5 Tow 11320y $43.946 $302.313 $167.518 5170134 s162.282 5 136,897 s121.826 200,702 $215.748 5313873 SaTa.49% $2.720.413
P 14 DoddFramtFecs so so s2.523 $375 $318 5373 sa1s 5375 5373 5373 so $730 $3.898
¥ s Adjustments to Fuel Cass
¥ 16 Encrgylmbstance Fucl Reveaues (594.682) (5131.614) ($127.433) ($35.354) ($9.564) ($91.016) s 172850 ($291.32%) (5265,803) (S104,671) ($244.833) 5132869 (51.442.700)
P 17 isveatory Adjustments $8.4m) s48.367 ($62.667) $176.147 $337.707 ($271.676) 533,839 ($as1.307) (520,48 (5 106,004) 5184.951 $193.514 $25.937
| 4 (1] Non Recoverable Tank Botioms 15339257 s0 $0 so $0 ($87.509) ($202,032) $463,.439 ($64.458) $465.773 $373,5% ($62.676) $466.87)
¥ 15 Adjusted Total Fuel Costs aNet Power Transsctions $225.763,259  $263.855,528  $287,218,016  5346,129,104 _ $341,840,872 S 348,046,576 5360.752,907 5 382,750,803 $324,371,621  §310,764,370 __ §242.503,971 __ $ 244,264,020 $3.678,863.052
¥ 2 Jurisdictionsl kWh Salex
¥ 21 Juriedictional KWhSales 2.186.430,133  7,409,358.28)  7.265.742,238  7,662,815,846  8,998.820,709 9.353,399.776  9.899.277.406 10.481.732.030  10.546,902,735  9,132.361.361  7.851.261.286  7.520.349.923  104,389,051.746
P 22 Seles for Resale 159,073,378 379.930.301  335.030.303  379.293.900  394.993,170 434,639,060 566,197,462 601,397,158 640,703,938 544,003,343 514,076,111 335.273.613  3.374,839,339
P 23 sub-TotalSales 8.343.525.509  7.069,249.084  7.620.792.541  8.042,109,746  9.393.818.879 9.808,038.836 10.465.474.968 11.083.309.188  11.187.606.693  9.676.364.706 __ 5.363.937.397  7.905.623.338  109.763.891.085
¥ ::I':“‘)"""‘" Fof Total Ssles (Line 98093887, 95.17198°. 93.34103% 93.28365% 95.19513% 95.36463% 94 su9ase. 94.37204%. 94.27309%, 94378024, 93 8s513% 9512639+, 93 10327+,
L IF T} True Cateulation
¥ 26 Jurisdictionsl Fuel Revenves (Net of Revenue Taxes) $272.959,294  S245.220.786  5240,095.894  $245.679.724  $291,334.679  $305.444,19)  S325.341.933  $346.614.092  SME.MMNE20  S$207.995.772  $252,400,364  $240,017,282  53.416.458.833
| 4 . Fuel Adjusiment Revenues Nut Applicable
to Period
7 20 Prior Period Truceup(Collectedy Refunded This Period® (5 12.315,800)  (S12313.001)  (512,310.801) (12,313,800 ($12.010.001) (S12.315.801)  (S12.310.000  ($12.013.801) (512310000 (S12.315.800)  (S12310800) (8 12,313.801)  ($147.765.613)
¥ 29 GPIF. Netof Revenue Taxes® ($1.722.090)  (51.722.090) _ ($1.722.090)  (51.722.090)  ($1.722.090) _ ($1.722.090) _ (51.722.090) _ (S1.722.080) (51.722,090)  (51.722.090) (5 1,722,090) ($1.722.090) (5 20.665,080)
¥ 30 Jurisdictional Fuch Revenucs Applicable ta Period $3238.923.403 5234192893 5226.063,003__ $231.643.833 _ $279.398.788 _ 5291,908,302__ S311.306.042__ § 332,578,201 $334.307,928 _$283.959.880 __ $238.364,473 __ §225,981,391 _ §3.248.020.140
¥ 31 Adjustcd Totad Fuel Costs &Net Powes Transactions $223.763.259  $263,835.328  S387.218,016  5346,729.104  $341,840.477  §348.046,576 5 360,752.907 5 382.750.803 T324.371,621  $310.764,376 343,503,973 § 244,264,013 $3,678.863.032
LY ictional Sales Seof Total LWk Sales (Line 28) 93,0938 93.17192% 933410340 95.28365% 95.79313% 95.36463% 94 sa983°. 94 57204°. 94 27309 94.37802% 93.83513° 95.12659°% 95 103270
L4 Total Fue) Costs &Net Powes Trans (Linc
B g damesint 00169 $221.836.172  $251.540.918  $274.299.398  $330.934.451  $328.020.326 $332.474.263  S341.812.322  $162.386.981 $306.311,944  $293.758.925  $227.987.067  $232.752.724  $3.504.345.523
¥ 4 TrsespProvisionfor the Month- Over: (Mnder) $37.087.231  ($17.348.022) (548.236.393)  (599.290.648) (548.721.339) (541.065.960)  ($30.306,250)  ($ 30.008.780) $27.995.984 ($9.829.043) $10.377,408 (S6.771.333)  ($236,317,383)
Recovery (Line 34 Line 37)
| 4B} Intereat Provisian for the Month ($7,693) (55.474) (5 6.584) ($11,433) (512.232) (811.360) {$15,019%) $12.272) ($16,660) (S15.501) ($17.089) (519.449) (S 155.986)
4 36 TruscupdlatereatProvisionBeg. of Peviad- (5147.765.613) (598,172,279} (5 103.411.974) (S 139,341,152) (5226,329.432) (S262,749.401) (S291.313,121) (5309.720.635)  ($327.432.886) (S287.139.761) (S 284.670,506)  (S26).996,388) (S 147,765,613)
Over/(Under )Recavery
¥ 4y Deferrcd TruaupBeginningof Period-Ouer/ (Under) ($98.482) (5 98.482) (598.482) (s98.482) (598.482) (5 98.482) ($98.482) (598.482) (593.482) (S98.482) ($98.412) (598.482) (598.982)
Recovery®
¥ st Prior Period True-upColicsteds (RelundedyThis Periodh 512,313,801 $12.313.601  S12.313.301  $12.313.505  $12.313.801  $12.313.801 $12.313.801 si2313.801  S12.310.801 $12.313.301 S12.313.301  $142,765,613
r 39 EndofPeriod NerTruc-up Amount Over:(Under) (592.470.761)  ($103,510,456) (5139.439,634) (S$226.427.914) ($262.847.833) (5291.611.603) (S309.R19.117) ($327.531.368)  (S287.2)8.243) (S284.768.988)  (5262.094.870)  ($256.571.851)  (5236.371.851)
Recovery (Lines 38 through 42)
¥ w
¥ u *Actualn include various adjustments as noted on the A-Schedulen
¥ a2 Prior Period2012/2013 True-up
P 43 enersting Performance Incantive Factor is ((20,679,970/ 12)x 99.9280%) - See Order No. PSC+)3.0663-FOF-EI.
¥ 44 Deferred 2013 Final True-up.
¥ s
| TS Nots. Amounts may not agfee to Actuel/ Eslimated Fi or A-Schedules due tarounding.






