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Purpose

To: Florida Public Service Commission

We have performed the procedures described later in this report to meet the objectives set
forth by the Division of Engineering in its audit service request dated February 8, 2017. We
have applied these procedures to the attached summary exhibit and to several related schedules
prepared by Duke Energy Florida, LLC in support of its 2016 filing for the Environmental Cost
Recovery Clause in Docket No. 170007-EI.

This audit was performed following General Standards and Fieldwork Standards found in
the AICPA Statements on Standards for Attestation Engagements. The report is intended only
for internal Commission use.



Obijectives and Procedures

General
Definitions

Utility refers to Duke Energy Florida, LLC.
ECRC refers to the Environmental Cost Recovery Clause.

Capital Investment

Utility Plant in Service

Objectives: The objectives were to verify all ECRC project-related plant additions, retirements
and adjustments for the period January 1, 2016, through December 31, 2016.

Procedure: We traced Plant in Service and Accumulated Depreciation to the general ledger for
each capital project listed on the 2016 Form 42-8A. No exceptions were noted.

Construction Work in Progress

Objectives: The objectives were to verify net investments associated with the following capital
projects and to determine whether any project which involved the replacement or retirement.of
an existing plant asset is retired at the installed costs by the Utility in accordance with Rule 25-
6.0142(4)(b), Florida Administrative Code.

1) Project 11.1 Crystal River Thermal
2) Project 17 Mercury and Air Toxic Standards (MATS)
3) Project 18 Coal Combustion Residual Rule (CCR).

Procedures: We judgmentally selected a sample of capital investment invoices from each of the
three projects listed above. We determined whether additions had appropriate supporting
documentation and were recorded to the correct project and account. We determined whether
items that were replaced had a corresponding retirement. We compared the general ledger to the
Depreciation Base and the Non-Interest Bearing amounts on Form 42-8A. No exceptions were
noted.



Revenue

Operating Revenue

Objectives: The objectives were to determine the actual Kilowatt Hours (KWH) sold for the
period January 1, 2016, through December 31, 2016, and whether the Utility applied the
Commission approved cost recovery factor to actual KWH sales for the ECRC.

Procedures: We reconciled the 2016 filing to the Utility’s monthly ECRC monthly Revenue
Reports. We applied the billing factors by rate class from Order No. PSC-15-0536-FOF-EI to
KWH sales. We recalculated revenues for the months of January through December. We
selected a sample of residential and commercial customers’ bills for the month of April 2016.
We recalculated each to verify the use of the correct tariff rate for the Capacity, Fuel,
Conservation and Environmental Clauses. No exceptions were noted.

Expense

Operation and Maintenance Expense

Objectives: The objectives were to determine whether Operation and Maintenance (O&M)
Expenses listed on the Utility’s Form 42-5A filing was supported by adequate documentation
and that the expenses are appropriately recoverable through the ECRC.

Procedures: We traced expenses in the filing to the general ledger. We judgmentally selected a
sample of O&M Expenses for testing for the months of April and August 2016. The source
documentation for selected items was reviewed to ensure the expense was related to the ECRC
and that the expense was charged to the correct accounts. No exceptions were noted.

Depreciation and Maintenance Expense

Objective: The objective was to determine whether the most recent Commission approved
depreciation rates or amortization periods were used in calculating Depreciation Expense.

Procedures: We traced total year Depreciation Expense for each capital project listed on Form
42-8A to the general ledger detail. We recalculated 2016 Depreciation Expense on a test basis
using the plant balances and depreciation rates reflected in Order No. PSC-10-0131-FOF-EI. No
exceptions were noted.

Other

SO, Allowances

Objectives: The objectives were to verify investments, inventory, expensed amounts, and
allowance auctions proceeds and to verify amounts included in Working Capital, Form 42-8A.



Procedures: We traced 2016 consumption for SO, allowances from the Utility’s detailed
allowances reports to the total emission schedule on Form 42-8A. We recalculated amounts
included in Working Capital, Form 42-8A, page 5. We verified the wholesale portion of the NO,
and SO, Allowance Expense. No exceptions were noted.

True-Up

Objective: The objective was to determine if the True-Up and Interest Provision as filed on
Form 42-2A was properly calculated.

Procedures: We traced the December 31, 2015, True-Up Provision to the Commission Order.
We recalculated the True-Up and Interest Provision amounts as of December 31, 2016, using the
Commission approved beginning balance as of December 31, 2015, the Financial Commercial
Paper rates and the 2016 ECRC revenues and costs. No exceptions were noted

Analytical Review

Objective: The objective was to perform an analytical review of the Utility’s ECRC revenues
and expenses to determine if there were any material changes or inconsistencies from the prior
years.

Procedures: We compared 2016 to 2015 and 2014 revenues and expenses. We requested
explanations from the Utility for the variances. Explanations provided were sufficient. Further
follow-up was not required.



None
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Exhibit 1: True-Up

ECRC Revenues Apglicable to Period (Lines 1 ¢ 2)

b. Capstal Investment Projects (Form 42-7A, Line 9)

Beginning Batance True-Up & Intesest Provision
». Deferred True-Up - Rnuaty 20195 - December 2015
{2013 TU fiing dated 4/1/16, Ordes PSC-16-0535-FOF-E1}

€nd of Penod Tols! True-Up (Lines S+6+247a¢8)

Line Description
3 ECRC Revenwes (net of Revenue Taxes)
2 True-Up Provision
{Order No. PSC-15-0536-FOF-E1)
3
4 Juhdictional ECRC Conts
2. D&M Activitics (Form 42-5A, Line 9)
€. Other (A}
d. Total Junsdctonal ECRC Casts
$  Ovet/{Under) Recovery (Line 3 - Line 4d)
6 Interest Provision (Form 42-3A, Une 10)
7
2 True-Up Collected/(Retunded) (see Line 2)
9
10

Adjustments to Pericd Total True-Up including Interest

End of Period Tota! True-Up Over/{Under) (Lines 9 ¢ 10}

Exhibit

DUXE ENERGY FLORIDA, LLC form42-2A
Environmenta! Cost Recovery Cause
final True-Up Docvet No. 170607- 11
Sanuasry 2016 - December 2016 Ovhv lnergy flonda
Witness C. A Menender
€nd-of-Petiod True-Up Amount ok Mo _ (CAMY)
{in Doflars) Pogedot2r
€nd of
Actuat Actusd Actual Actual Actusl Actual Actual Actuat Actual Actusl Actusl Actual Period
Jan16 feb-16 Mar 18 Apr-16 May-16 Jur-16 ht-16 Ag-16 Sep-16 Oct-16 Now16 Dec-16 Totst
$5.025,848  $4,919.237 Sa.873.418 $4.910,663 $5,785,779 $6,553.293 $2,140,635 $7.413.461 $6,999.019 $6,195,404 $5,668.432 $4,765,324 70,250,568
$639,441 $93,287 $53,287 $53,287 $3,287 $53.287 $53.287 $53.207 $53.287 $53,287 $33.287 $53,287 $53.287 639,41
$5079.130 4972.524 4,926,205 4,963,950 $.839.066 6,606,580 7,193 923 7466743 7,052.30% 6,243,691 721719 4.813,610 70,389,549
$2.916,637 $2,693,303 $4,124,355 $3141740  $2.8580M $2,742,230 $2,977.523 $3.202.78% $3,872,856 $1.781.0M $2.922,107 $3,900.6%4 $33,738,282
2,061,930 2,039,315 2077231 207457 2,028.044 2,062,318 1.964,169 1,966,644 1924099 1.954,547 1,926.046 2015174 24,305,040
] 1) (] (] ° ] ) (] ] (] [] [ [}
54,978,567 $4.782 618 $6,201.586 $5.216.31% $8.945,065 $4,804,548 $4.941692 $5.169,429 $5.856.905 $5,775,618 54,893,153 5,915,828 $63,043 322
$500,563 $189.506  (51,274,881) (5252.365) $293,001 $1.802.032 $2.252.231 $2297.319 $1,195,401 sa73012 $268.565 151.033.218) $2,846,627
929 1057 0% 560 70 1010 1,780 2610 1478 3975 4224 5,197 26,295
639,341 1,087,637 1,225,323 (101,940 407,031} 433253 2,18),008 438),732 6,630,374 7,775,966 8.199.727 9,019,228 639.441
1,951,488 1,951,438 1951428 1951488 1.951.423 1,951.488 1.951.428 1,951,488 1,951,488 1951488 1.951.433 1.9%1,488 1951438
{$3.287) (53.287) (53.287) (53,287} 183287 153.287) (53.287) (53287 (53.287) (53.287) (33.27) 153.287) (639.481)
$3.039.135 $3.176.811 $1,849,548 $1,504.457 $2,384.741 $4,134.496 $6.335,220  $8,381.862 $9.727.454 $10151.215 $10.970.717 $9.824.410 $9.824.410
] ] (] [) (] o ] ] ] ] 0 [] (]
$3.039.13% $3,176.811 $1,849,548 $1.544.457 52,384,741 $4,134.496 6.335.220  $8331,862 $9,727.4%4 $10,151.215 $10.970.737 $9.824 410 $9.524.410






