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DIVISION OF REGULATORY COMPLIANCE AND CONSUMER ASSISTANCE
AUDITOR’S REPORT

July 24, 2007

TO: FLORIDA PUBLIC SERVICE COMMISSION AND OTHER INTERESTED
PARTIES

We have performed the procedures enumerated later in this report to meet the agreed
upon objectives set forth by the Division of Economic Regulation in its audit service
request. We have applied these procedures to the attached schedules prepared by
Florida Power and Light Company in support of its nuclear filing for Turkey Point Six
and Seven, Docket Number 080008-EI.

This audit is performed following general standards and field work standards found in
the AICPA Statements on Standards for Attestation Engagements. This report is based
on agreed upon procedures which are only for internal Commission use.



OBJECTIVES AND PROCEDURES:
Objective: To verify that the filing amounts agree with the general ledger.

Procedure: We scheduled all increases in the general ledger accounts and reconcifed
them to the filing.

Objective: To review the construction costs on the AE schedules for compliance with
Section 366.93 of the Florida Statutes and Chapter 25-6.0423 F.A.C.

Procedure: We read the Statute and the rule. We obtained an Excel file of all the
charges made to the filing. We reconciled the filing to the Excel file. We sorted the file
by both dollar and vendors and selected a sample that included the high doilar items
and an assortment of the various vendors charged to the project. We traced the sample
to source documentation.

For payroll, we also obtained all employees working on the new nuclear plants and
reviewed where several employees charged their payroll in 2005 to determine if their
salaries were already charged to base rates. The utility made an adjustment in 2007
and another in 2008 to remove seme of these salaries. See finding one for more
information on payroll.

For charges from FPL affiliates, we obtained source documentation for the actual
payroll, and supporting documentation for the overhead rates charged. Audit finding
two discusses the affiliate overhead.

For vouchers charged, we compared the amounts paid to the contractor to the
supporting invoices. We toured the plant and questioned personnel. For the journal
entries charged we reviewed the accruals to amounts paid in 2008. We traced the
jurisdictional factor to supporting documentation and the ownership allocation percents
to supporting documentation. Audit finding three discusses relocation costs and signing
bonuses.

We recalculated carrying charges and reviewed the calculation to the rule.

We reviewed the internal audit on the uprate and have filed a supplemental audit report
for the uprate.



AUDIT FINDING NO. 1

SUBJECT: PAYROLL

STATEMENT OF FACTS: Payroll of $823,172.29 was charged to site selection and
$274,267.94 to pre-construction costs. Some of the employees were FPLE employees
and therefore not in Florida Power and Light's base rates. Some employees were
charged to capital projects the previous year and thus not in base rates. Some
employees were replaced by new staff so that they could work on the project. Some,
however, were Florida Power and Light employees who would have been included in
expenses used to determine base rates during the last rate case. In the 2007 filing, the
utility removed $127,529.37 of the above salaries because they were already recovered
in base rates. An additional amount of $32,450.43 still needs to be removed from 2007.
The amount is still included in the 2007 filing but adjusted in 2008 and will reduce the
2008 costs. The remaining amount is immaterial and should not have a major impact
on carrying charges which were only computed for three months in 2007.

EFFECT ON THE GENERAL LEDGER: This finding is for informational purposes only.

EFFECT ON THE FILING: This finding is for informational purposes only.



AUDIT FINDING NO. 2

SUBJECT: AFFILIATE OVERHEAD

STATEMENT OF FACTS: FPL Energy (FPLE) charged FPL for four employees that
were assigned to the Turkey Point 6 & 7 project. Three were general counse!

employees and one was the director of construction. In 2007, of salary and
overhead was charged to the site selection work order and to the pre-
construction work order. FPLE charged |l in overhead to the base salary. The

overhead includes of non-productive charges. This loaded rate is then charged
with payroll benefits of and a space allocation of JJJ%.

The non-productive rate consists of % for sick time, vacation time, etc. and is
based on FPLE non-productive pay code costs divided by total payroll costs. Incentive
payments account for % of the non-productive costs.

The pay rates of FPLE employees including overhead ranged from S|l to SHI.
Actual costs were traced to payroll detail and expense reports. These rates were less
than comparable rates with outside vendors.

EFFECT ON THE GENERAL LEDGER: This finding is for informational purposes only.

EFFECT ON THE FILING: This finding is for informational purposes only.



AUDIT FINDING NO. 3

SUBJECT: RELOCATION COSTS AND SIGNING BONUS

STATEMENT OF FACTS: FPL has paid relocation costs and signing bonuses to
attract new employees to work on the nuclear project.

The relocation costs charged in 2007 are:

The signing bonuses in 2007 were:

FPL has reversed the Sl signing bonus and will be amortizing it monthly to the
project over the commitment period. The Sl bonus will be reversed in July 2008
because of an internal transfer of the position in June 2008.

EFFECT ON THE GENERAL LEDGER: This finding is for informational purposes only.

EFFECT ON THE FILING: This finding is for informational purposes only.
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Turkey Polnt Units 6&7

: Pre-Construction Coats and Carrying Costs on Construction Coat Balance ISection (5}{cH1.5.]
Scheduls AE-1 (Actual/Estimated) Actual & Estimated Filing: Retall Revenue Requirsments Summary
FLORIDA PUBLIC SERVICE COMMISSION EXPLANATICN: Provide the calculation of the actualestimated trus-up of

total retail revanus raquirements based on actusl/estimated

expenditures for the current ysar and the previousfy filed For the Year Ended 12/31/2007

COMPANY: FLORIDA POWER & LIGHT COMPANY

expenditures for such cumrent year.
DOCKET NOQ.: 080009-El Witness: Kim QOusdahi
. (] [0} 4] (K) L (M} (N)
Line Aciual Actual Actual Actual Actual Actual 12 Month
No. July Augus! Ssptermber October  Novembaer Decembar Total
Jurisdictional Doltars
1. Prs-Construction Revenus Requirements (Schedule AE-2, Line 7} (a) $0 $0 $0 $0  %$1,388.231 $1,154,016 %2,543,248
2, Construction Cerrylng Cost Revenue Requirements (Schedule AE-3, line 7) $0 30 30 30 $0 $0 $0
3 Recoverable O0AM Revenue Requirsments (Schedule AE-4, iina 24) $0 30 $0 50 30 30 30
4, DTA Carylng Cost (Schedule AE-3A, line 8) $0 $0 30 3_0 ($2) (37) (38)
5. Dther Adfustments 50 30 30 $0 $0 30 $0
-3 Tolal Perlod Revenua Raquirements (Lines 1 though 5) $0 @ 30 $0 $1.389.230 1,154 010 $2 543 239
7. Total Retum Requirements from most recent Projections $0 30 30 $0 30 $0 $0
B. Differance {Line & - Line 7) 30 $0 [ 3031389230 31,154 010 $2,543239

(&) Effectiva With ths fikng of our need petition on October 16, 2007 pre-censtruction began,

Page 2 of 2
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Turkey Point Units 687
Pre-Construction Costs and Carrying Costs on Construction Cost Balance

Actual & Estimated Filing: Deferred Tax Carrying Costs

[Section {5){c)1.b.]

Schedule AE-3A {Actual/Estimated)

{4) The monthly Equity Gorﬁponent reflects an 11% return on squity.

(b) Requirement for the payment of income taxes is calculated vsing a Federal Income Tax rate of 35% and a state incomae tax rate of 5.5%

(2) In order to gross up the equity component for taxes a monthly rate of 0007439034 (Equity) and 0.001325847 (Debt), rasults in the annual pre-tax rate of 11.04%

{d) Other Adjustment reprasents the book lax expanse deduction related to the debt component of the carrying charge calculated on AE-2, line 5c.

FLORIDA PUBLIC SERVICE COMMISSION EXPLANATION:; Provide the calculation of the Actual/Estimated
deferred tax Carrying Costs for the current
COMPANY: FLORIDA POWER & LIGHT COMPANY year, For tha Year Ended 12/31/2007
DOCKET NO.: 080008-El Witness: Kim Ousdahl
Uns Begi(r?nlng Aéi?ual Agt}f.u)a! Aéiljar Aggnl Ag:gax Agt::?at 12 l(:c)mth
No. of Period July August Septembar Octobsr Novembar December _ Total
Jurisdictional Dollars
1 Construction Period Intarest (Schedule AE-3B, Line 7) $0 $0 $0 30 $0 50 $0
2 Recoverad Costs Excluding AFUDC 30 $0 $0 $0 $0 $0 $0
3. Other Adjustments (d) o $0 $0 $0 ($904)  ($2,206)  ($3,109)
4. Tax Basis Less Book Basis (Prior Mo Balance + Line 1 + 2 + 3) $C 30 $0 $0 $0 ($804)  ($3.109) ($3,109)
5 Desforred Tax Assst DTA/(DTL) on Tax Basis in Excess of Book (Line 4 * Tax Rate)  38.575% 50 30 $0 £0 $0 ($349)  ($1,199)  (§1,199)
6. a. Average Accumulated DTA/(DTL) - . $0 30 30 30 ($174) ($774)
b. Piior months cumulative Retum an DTAADTL) $0 $0 50 30 $0 (32) ($8)
¢ Averags DTA/(DTL} Including prior period return subtotal $0 $0 $0 30 (3$174) ($776)
7. Canrying Cost on DTAXDTL)
a. Equity Gomponsnt (Line Th* .61425) (a) 14 0 $0 50 (31) (34) (34)
b, Equity Comp. grossed up for taxes (Line & ¢ * 0.067439034) (a) {b) (c) $0 $0 $0 $0 {$1) (36) (37
¢. Debi Comporient (Line 6 ¢ x 0.001325847) (c) - $0 §0 $0 30 (30} (%) $1)
8, Total Return Requirements ( Line 7b + 7c) $0 $0 $0 $0 _{82) ($7) ($8)
"8, Total Retum Requirements from most recent Projections $0 50 30 $0 $0 50 30
f0. Difference (Line 8 - Line 9) 30 $0 30 50 (32} ($7) [$8)
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Turkey Polnt Units 8&7 [Secton (S)(c).b.]
Pre-Construction Costs and Carrying Costa on Construction Cost Balance
Actual & Estimated Flling: Monthly Expendiures [Saction {8)(d)]
Scheduis AE-8 {Actual/Estimated)
FLORICA PUBLIC SERVICE COMMISSION EXPLANATION: Provide the sctuskesiimated moniy sxpanditures by major tasks parformed
within catagaries For the curren! year,
CONPANY: FLORIDA POWER & LIGHT COMPANY All Shte Seiection costs also included in Pre-C tion cowls mys! be idantifed. For the Year Endad 12/31/2007
DOCKETNO.: 080008-El Witneas: Kim Ousdahl and Blaven D. Scroggs
@ ®) ) ) ® F) (3) [] [2] [ ®) [M)
Line Actoal Attual Aoteral Aclual Actual Actusl Actual Actual Actusl Actunl Actunl Actual
Mo, Dwascription JRANUEFY Fabruary March Apr May June Suly August Sepismber Oclober November Dezember
1
2 PreGComstruction:
3 _Gengmiion
+ Ueenting 1,224,613 792508
s Pamlilng 184,442 351,842
s Enginesring and Deslg
T Long wad p t ach p
] Power Block Enginesing and Procursienl
v Tolal Ganerulion Costs - - - - N . - - 1,388,055 1144210
10 «  udsdictional Factor O.YBSA2ES 09558268
11 Totel Jurisdictions! Ganaretion Costs - - - - - - - - - 1,383,258
12 Loy Adhastments
13 Neh-Canh Accruals 25,113
14 Crher Adjusinsnis (b) 2: ;g
15 “Tolel Adjusimants - . - z B B N N X
18 Jurisdiotional Factor 0.9958285
17 Tolat Jurtsdictionsl Adjustmanta - - - - - - - - -
1B
8 Total & anaralion Cosls Net of Adjustments - - - - - - -
W0
F) 1
22 Line Enginearing
3 Substation Enginasring
24 Ciaaring
5 Olhwr
B Tolal Transmission Costs . N - . . N A -
Fo Jurtadictiona) Facter
b3 Total Judsdiciionsl Transmizsion Cosla - - - - - - - -
-] A
x Non-Catsh Accruals
n Other Adjustmenis
12 Total Adjustmanda L] [} 0 a o 1] [
33 Jurisdictlonaf Factor
M Total Juriedicional Adjustments . . - - - - - - -
5
» Tolal by 1 T) Costs Net of Adjust - . - - - - - -
7
B Totsl Jurhdictions! Pre-Consiruction Costs —tl [T 30 30 30 0 30 0 3l
9
O  gensiryclion;
Page 1of §
N/A- Al this stags, consltuciion hias nol commenced in {he project.
(a) Effactive ¥With the fllng of cur nesd pstiton on Octobar 18, 2007 pre-consifuction bagan.
{b) Other Adjusiinents include Pension & Waelfars Benam crodi,
November Degamber
Pre-Consinaction $ (5.833) 4 @) ¢ (44
Jurisdietional Factor

0.9958285 0.9858285 09058285
Gy pan 3 ez
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Schedule AE-1 (Actual/Estimated)}

Turkey Point Units 687
SHte Selection Costs and Carrying Costs on Site S8slection Cost Balance
Actual & Estimated Fillng: Retaf] Revenus Raqulrements Summary

REVISED
[Section (5)(c}1.b.]

FLORIDA PUBLIC SERVICE COMMISSION

EXPLANATION: Provide the calculation of the actual/estimated-true-up of
total retall revenue requirements based on actual/estimated

For the Year Ended 12/31/2007

COMPANY: FLORIDA POWER & LIGHT COMPANY
DOCKET NO.: 080009-El °

expenditures for the current year and the previously filed

expanditures for such current year.
Witneas: Kim Ousdahl

) 0] ) ) N ] Ny
Actual Actual Actual Actual Actual Actusl 12 Month

ﬁom July August September October November December Total
Jurisdictional Dollars
1. Site Selection Revenus Requirements (Scheduie AE-2, Lina 7) (&) 30 $0 $0 36,408,200 $73,778  $57,192 $6,539,261
2 Conatruction Carrying Cost Revenus Requirements (Schadule AE-3, line 7) $0 $0 £0 50 30 $0 $0
3 Recoverable O4M Revenus Requirements (Schedule AE-4, line 24) $0 $0 $0 30 30 30 $0
4, OTA/DTL) Canying Cost (Schedule AE-3A, Hine 8) %0 $0 $0 (37) ($29) ($58) (394}
5. Other Adjustments $0 $0 $0 $0 $0 $0 30
-8 Total Period Revenue Requirements {Lines 1 though 5) 30 $0 30 36408283 $73.748  $57134 ;
7. Total Return Requirements from most recent Projections §0 30 $0 $0 $0 $0 $0 -
8. D#ference (Line 6 - Line 7) $0 $0 $0_§6,400263 _ §73.740  §57134 36,539,167

(8yThe costs assoclated with site selection for the Turkey Point Units 847 project were Included In Account 183, Preliminary Survey and Investigation Charges, for the period
Aprl 2006 through October 2007, Effective with the filing of our need petition on October 16, 2007, all costs were transferred to Construction Work in Progress, Account 107,

and site salection costs ceased.

Nots: Summary of all changes to the 2007 Site Selection Schadules

CPl Excluslon: In the 5/2008 fillng, FPL calculated the production period of a unit of tangible property to begin on the first date by which the taxpayer's
accumedsated production expenditures, including planning and design expenditures, are at ieast 5 parcant of the taxpayer's total estimated

accumulated production sxpenditures for the unit of property. After careful analysis of Intemal Revenue Code §283A(f) and Treasury Regulation
§1.263A-12, FPL determined that Turkey Point 6 & 7 project qualifies as real property. Real property is subject to capitalization of CPI once

physical construction bagins. Site Setection costs are not deemed 1o be physical construction activities, as such, CPI

should not have been calculated for these costs.

Total Impact t¢ Revenue Requirements line 8 dus to CP| Exclusion:
Site Salection

572008 filag  Adjwsted Difference - Decrease
Page 20f 2

2007 Site Selection (Schedule AE-1, Line 6) 6,539,498 6,539,167
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Turkey Polnt Units 687 REVISED

! Slte Selection Costs and Carrying Costs on Shte Selection Cost Balance [Section (5}¥¢)1.b.)
Schedue AE-3A (Actual/Estimated) Actual & Estimated Flling: Deferred Tax Carrying Costs
FLORIDA PUBLIC SERVICE COMMISSION EXPLANATION: Provide the cafculation of the Actual/Estimated
: deferred tax Carrylng Costs for the current
COMPANY. FLORIDA POWER & LIGHT COMPANY year. e For the Year Ended 12/31/2007

DOCKET NO 080008-EI Witness: Kim Ousdahi

Line Begfr?ning Az(iﬁal Ac(:txu}ar Agtﬂai A%LJ Aé:;)az Ai?u)af 12 r(upgmn
NO. of Pariod Juiy August Seplamper October  November December Total
Jurisdictional Dolars
f. Construction Period interast (Schedule AE-3B, Line 7) $0 $0 30 $0 $0 30 $0
2 Recovered Costs Excluding AFUDC $0 $0 30 30 $0 30 30
a Other Adjustrnents (d) $0 $0 $0 ($4,267) ($8,564) ($8,651) ($21,473
4., Tax Baslas Less Book Basis (Prior Mo Balance + Line 1 3 2+ 3) $0 $0 30 14] ($4.257) (312,822) (821473}  ($21.473)
5 Deferrad Tax Assst DTANDTL) on Tax Basis In Excess of Book (Line 4 * Tax Rate) 33.576% $0 $0 $0 50 ($1.642)  ($4,948) (38,283} ($8,283)
8 & Average Accumulated DTA (DTL) $0 30 30 ($821)  ($3,294) (%6,615)
b, Pror montts cumulative Retum on DTA/XDTL) $0 $0 $0 $0 (57} ($38) ($94)
e Averaga DTA including prior period refum sublotal $0 $0 $0 ($821)  ($3,301)  ($6,651)
?. Carylng Coston DTAXDTLY
a. Equty Component {Line Tb* .61428) {a) $0 $0 50 (34) (515) {$30) {349}
b, Equty Comp. grossed up for taxes {Line éc * 0.007438034) {a) (b} (¢) 30 50 50 (56) (525) ($48) ($80)
. Debl Component {Line B¢ x 0.001328847) {c) $0 $0 $0 (51 (84) (59) (514)
8.  Teoial Retum Requirements (Line 7b + 7¢) $0 30 30 ($7) ($29) ($55) SN
9. Tolsl Retum Requirements from most recent Projections 30 50 50 $0 30 50 $0
30 30 $0 {37) (329} {358} ($94)

10, biflerenca (Line 8 - Line 9)

{a) The mordhly Equity Component reflects an 11% returm on equity.
(b} Rmquirernent for the payment of income taxes is calculated using a Federal Incoms Tax rate of 35% and a state income tax rate of 5.5%.
{c}Fn order to gross up the equily component for taxes a manthly rate of 0.007439034 (Equity) and 0.001325847 (Debt), resulls in the annuat pre-tax rate of 11.04%.

(#)Other Adjustment represents the book tax expense deduction refated to the debt component of the camying charge calculated on AE-2, line 5¢.

Fote:

P Exciuslon: [n the 5/2008 filing, FPL calculated the production period of a unit of tangible property to begin on the first date by which the taxpayer's
acamulated production axpenditures, Including pianning and design expenditures, are at least 5 percent of the taxpayer's fotal estimated

acoumulsted production expenditures for the unit of property. After careful analysis of Internal Revenue Code §263A(f) and Treasury Regulation

§1 2635-12, FPL detarmined that Turkey Point 8 & 7 project qualifies as real property. Real proparty (s subject to capitallzation of CFI once

phvsical construction begins. Site Selection costs are not deamed {o be physical construction activities, as such, CPI

shoukd not have bean calculated for thase costs.

Total Impact to Revanue Requiremsnts iine 8 due to CPI Exclusion:
Site Selection 52008 filing  Adjwted  Difference-
Decrease

2007 Site Selestion {Schedule AE-3A, Line 8) 237 (54) (331)
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Turkey Polnt Units 827 [Section (5)(c}1.b.]
Site Salection Costs and Cirrying Coats on Bite Selection Cost Balance [Section (33}
Schedula AE-8 (ActusliEstimated) Actual & d Filing: Monthly Expenditures
FLORIDA PUBILIC SERVIGE COMMISBION EXPLANATION: Provide the actual monthly by mafor esks performed

COMPANY: FLORICA POWER & LIGHT COMPANY

DOCKET NO.; DABDGS-EY

within Site Selection calegories for the ourrent year.

Al Blte Sslection coats alse Included In Pra-Canstruclion coats must be Kantifled.

For the Yesr Ended 12/31/2008

Whnass: Kim Ousdahi and Steven D. Boroggs

- ™ ) © ) ] ] ) ™ ] ] ) ® oy
ns . Aclusl Actugl Astusl Actual Actual Aciual Aolual Actua Actunl Actusl Aciusl Actual 12 Monik
Na, Desoription — January Fobnary March Aprl My Juna July August Sepisrmber Cdlaber Novamber Decompbar Total
i B¥e Beluction: .
2 Project Stafling 4,039 11,900 34,002 33,825 20,521 88,880 31210 88,774 50,877 442878
3 Engintering 15,571 20,247 220,093 14840 217.425 589,878 481,857 276,047 2,077.855
4 Environmantal 8ervices 0 i 80,088 24,307 113,473
5 Lagal Servicas 1o 3870 11,007 {425) 22,482
& Todal Stis Selscilon Costs: - . - 4,009 2741 14,278 254,827 282,431 108,145 874,584 831,024 340,708 2,556,188
H Jurisdictions! Factor 09958060 0.6058000 0.9058000 0.0P58000 0.0658000  0,0958099 2.6858099 0.9855000  0.0058008 0,8958099
[ Tolsl Jurisdicilonal Ske Sefection Casts B - - A0 27,355 113800 23aset 281248 304862 572,138 028,977 339,195 2 845,088

(a) Tha caéts assoclated wilh alte seecticn costs for the Turkey Point Units 887 project ware Included in Account 183, Prefiminary Survey and Investigation Churges. for the parod

April 2008 through Oclober 2007. In October 2007,

thase costa were lransferred 1o Construction Work In Prograss, Account 107

Page 131




