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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 080009-El. 

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. 
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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 reconciled 
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 dollar 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 some 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. 
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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. 
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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 counsel 
employees and one was the director of construction. In 2007, 
overhead was charged to the site selection work order and m to the pre- 
construction work order. FPLE charged = in overhead to the base salary. The 

with payroll benefits s of and a space allocation of m h .  
overhead includes 

The non-productive rate consists of m h  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 m h  of the non-productive costs. 

The pay rates of FPLE employees including overhead ranged from $-to $-. 
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. 

of salary and 

of non-productive charges. This loaded rate is then charged 
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AUDIT FINDING NO. 3 

SUBJECT: RELOCATION COSTS AND SIGNING BONUS 

STATEMENT OF FACTS: 
attract new employees to work on the nuclear project. 

The relocation costs charged in 2007 are: 

FPL has paid relocation costs and signing bonuses t o  

The signing bonuses in 2007 were: 

FPL has reversed the $= signing bonus and will be amortizing it monthly to the 
project over the commitment period. The $= 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 

- 5 -  



COMPANY EXHIBITS 

- 6 -  



$0 SO SO SO $1.389.231 51,154,015 $2,543,246 

SO $0 SO SO SO $0 SO 

3 R e m m b l i  OhM Remue R ~ u k m s n l r  (Schedule AE-I. llne 241 $0 SO SO SO SO $0 SO 

4. 

5. 0IhaAdlusL"enIr 

6. 

OTA Camno Cod (SchMuY AE-MA, llnl6) 

Tolsl Pwlod Revenue Rqulnmem (Llnes 1 lhoush 5) 

$0 so $0 SO ($2) ($7) ($8) 

SO SO SO SO SO W $0 

$ 0 so so I 0 -230 $l,lM.010 $2,543,239 

7 Tdal Rmum Rsqulremsnl~ fmm mil mmnl Proledions $0 SO $0 SO $0 SO $0 

SO W SO W $1.389.230 Sl.lM.010 12,543,239 8.  DMaace (Llne 6 - Llm 7) 

4 (a) Effectlve WHh (he Illlng of o w n e d  ptlllon on Odobsr 16.2W7 Qm-mnddlon bepan 



Turkey Polnt Unlts 0 h 7  
Pra-Condructlon Cwb and Canylng Costa on Construction Cost Balance 

Actual 6 Eatlmated Filing: Deferrod Tax Canylng C o s b  
[Section (5)(c)i.b.] 

Schedule E - S A  (AduaVEeUmated) 

FLORIDA PUBLIC SERVICE COMMISSION 

COMPANY: FLORIDA POWER 6 LIGHT COMPANY 

DOCKETNO.: O8OOOQEI Witness: Kim Ousdahi 

D(PLANATI0N Pmvlde the c~ lcu la t l~n  of the AdllaVEiWmatad 
deferred tax Carrylng Costs fwthe cumt  
year. FortheYearEnded 12I31/2007 

(1) (J) (0 (Ll (MI (Nl (01 (P) 
Bqlnnlw Adual Adual Actual Actual Actual Actual 12Month Una 

No. of Pericd July August September October November Decambsr Total 
Jurisdictional Dollan 

1. 

2. RecoMmd Cask Excluding AFUDC 

Conahrcbn Par!ad Intamst (Sohedule AEJB. Line 7) IO SO $0 SO $0 so $0 

SO IO IO $0 $0 SO $0 

SO SO $0 $0 ($904) ($2,206) (S3,IOQ) 3. 0th Ad jusMta  (d) 

I .  Tax Bssb Less Book Basis (Prior Mo Balance + Line 1 + 2 + 3) $0 IO SO SO SO ($804)  03.109) ($3,1091 

5 Deferred Tax Asset DTN(DTL) on Tax Basis in E x m s  of BDok (Line 4 'Tax Rate) 38.575% $0 $0 $0 SO so ($349) (11,199) ( S l , l 9 9 ~  

8. a. Avuwe Accumulatad DTN(DTL) $0 $0 SO $0 ($1741 ($7741 

b. Prim months cumulative Retum on DTN(DTL) IO $0 $0 so $0 (I21 (I81 

C. Avenge DTN(DTL] lndudinp prior p& return iubtotel IO $0 so $0 ($174) ($775) 

7. CaWng Cost on DTN(DTL) 

a. Equity Component (Llne lb*.61425) (a) 

b. Equity Comp. grossed up fw taxes (Line 8 c * O.OO7UQO34J (a) (bJ (el 

c. Debt Component (Line 6 c x O.OOl325E47) (c) ' 

Total Retum Repiramenti ( L1" 7b + 7c) 

Total R e t m  Requirements from most W n t  Prciedions 

Dlffsrsnca (Line 8 - Uns 9)  

,*\ T h m  mn-hh, F",,Ik Cn"".", mflu,. S" 4 t%  nh,m c.l M U I W ~  

8. 

B. 

10. 

I. ", _._.., . .~ ...,. 
(b) Requimment for the payment ofinmme taxes is calculated urhg a Federal lnmnm Tax rate of 35% and a slate lnmmrr tax rate of 5.5% 
(c] In ordsr b gross up lha equlty mmpansnl for taxes s monthly rate of0.007439034 (Equhy] and 0.001325547 (Dsa). resuns in Lha annual prelax rete of 11.04% 
(Q Other Adlusbnant repmsents the book tax sxpenas dedwion mlated to the debt (XMFaWnt of the mnving charge caiculatsd on AE-2. line SC. 





i 

Turky Point Units 687 RMSED 
Sits Selection Costs and Canyln~ C a m  on Sits L).(ntlon cat W m c e  [Sadion (5)(C)l b J 

Schedule AE-1 (AduaEatlmmed) Actual h E*lmd.d Filing: Ratall RavenW Raqulnmant. Summary 

FLORIDA PUBLIC SERVICE COMMISSION 

COMPANY: FLORIDA POWER h LIGHT COMPANY 

DOCKET NO.: M)WOOEI 

so $0 IO $0 $0 50 so 

so $0 $0 $0 IO IO $0 

$0 $ 0 t 0 $6,408,283 173.749 $57,134 16,539,187 



I i 

W W IO IO W so SO 

$0 so w [sn 1129) (f581 ($941 



- 1
2

- 


