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DIRECT TESTIMONY O KATHY 1. 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 Avc.,

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 Division of Regulatory Compliance.

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 F Ioric%

Public Service Commission in June of 1979. 1 was promoted to Public Utiliti%

Supervisor on June 1, 2001.

DOCUMENT MUM:

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
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complete field work and issuc audit reports when due. 1 also supervise, plan, and conduct

utility audits of manual and automated accounting systems for historical and forccasted

Q. Have you presented testimony before this Commission or any other
regulatory agency?
A. Yes. I have testified in several cases before the Florida Public Scrvice

Commission. Exhibit KLW-1 lists thesc cascs.

Q. What is the purpose of your testimony today?

A, The purpose of my testimony is to sponsor the staff audit reports of Florida Power
& Light Company (FPL or Utility) which address the Utility’s application for nuclear cost
recovery. We issued three audit reports on FPL in this docket. The first audit report was
issued May 28, 2008 to address the 2007 power uprate costs for the Turkey Point and St.
Lucie nuclear power plants. This audit report is filed with my testimony and 1s identified
as Exhibit KLW-2. The second audit report is a supplemental report to the power uprate
report and was issued July 31, 2008. This audit report is filed with my testimony and is
identified as Exhibit KLW-3. The third audit report was issued July 30, 2008 to address
the 2007 pre-construction costs and site selection costs for Turkey Point 6 & 7. This audit

report is filed with my testimony and is identified as Exhibit KL W-4.

Q. Were these audits prepared by you or under your direction?

A. Yes, [ was the audit manager in charge of these audits.

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

A. For the uprate audits, we reviewed all entries in the general ledger accounts and
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reconciled them to the filing and we reviewed FPL's internal audit report of the uprate
issued July 24, 2008. We judgmentally sclected a sample that included the high dollar
items and an assortment of the various vendors charged to the project and traced the
sample to source documentation. For payroll, we obtained a list of all employces working
on the uprate and reviewed where scveral employees charged their payroll in 2006 to
determine if their salaries were alrcady rccovered through base rates.  For charges from
FPL affiliates, we obtained supporting documentation for the actual payroll, the overhead
rates charged, and travel costs. In addition, we reviewed the rates charged by non-
affiliated companies to determine if FPL was charged the lower of cost or market. For
vouchers charged, we compared the amounts paid to the contractor to the supporting
invoices. We toured the plant and interviewed personnel about plant duc to be retired and
replaced before the uprate was scheduled. We reviewed the plans for the outages and
compared the plans to the previously scheduled maintenance work to determine if there
were duplicates. For the journal entries charged, we compared the accruals to amounts
paid in 2008. We traced the jurisdictional factor to supporting documentation and the
ownership allocation percentéges to supporting documentation.

For the new plants, Turkey Point 6 & 7, we reviewed all entries in the work
orders for site selection and pre-construction costs and reconciled them to the filing. We
judgmentally selected a sample that included the high dollar items and an assortment of
the various vendors charged to the project and traced the sample to source documentation.
For payroll, we obtained a list of all employees working on the new nuclear plants and
reviewed where several employees charged their payroll in 2005 to determine if their
salaries were recovered through base rates. (FPL began paying site selection costs in
2006, so we compared these costs to payroll in 2005.) For charges from FPL affiliates,

we obtained supporting documentation for the actual payroll and the overhead rates
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charged. For vouchers charged, we compared the amounts paid to the contractor to the
supporting invoices. We toured the plant and interviewed personnel. For the journal
entries charged, we compared the accruals to amounts paid in 2008. We traced the
jurisdictional factor to supporting documentation and the ownership allocation
percentages to supporting documentation.  We recalculated carrying charges and

compared the calculation to Commission rule 25-6.0423, Florida Administrative Code,

Q. Please review the audit findings in the first audit repert, KLW-2, which
addresses the 2007 power uprate costs for the Turkey Point and St. Lucie nuclear

power plants.

A Audit Finding No. 1

Audit Finding No. 1 discusses payroll. FPL charged $353,286.91 in payroll costs
to the nuclear uprate. Some of the employees were former Seabrook employees and
therefore the associated payroll was not recovered through FPL’s base rates. Some
employee payroll costs were charged to capital projects the previous year and thus not
recovered through base rates. Some employees were replaced by new staff so that they
could work on the project. Some, however, were FPL employees and their payroll costs
were recovered through base rates in the prior year. In April 2008, the utility removed
$49,790.98 of the above salaries because they were already recovered in base rates. The
amount is still included in the 2007 filing but will be reduced in 2008. Since carrying
charges were not added in 2007, there should be no adverse effect of making the
adjustment in 2008.

The salary of an additional employee ($3,351.71 charged to the uprate) also
should have been removed because the employee costs had not been charged to capital

projects in 2006 and was not replaced. FPL has stated that it will adjust this out in May
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2008.

Another employee has not been replaced yet, but FPL plans to replace hin. The
salary charged to the uprate for him in 2007 was $18,056.59. Until he is replaced, his
salary is still in base rates and should be removed. FPL has stated that it wili adjust this
out in May 2008 also.

Audit Finding No. 2

Audit Finding No. 2 discusses affiliate overhead. Florida Power and Light Encrgy
(FPLE) Seabrook Station charged FPL for two employees that were assigned to the
Extended Power Uprate Feasibility Study. In 2007, $30,657.08 of salary was charged to
the FPL uprate. FPLE charged 77.37% in overhead to the base salary. The overhead
consists of 36.85% of non-productive charges. This loaded rate is then charged with
payroll benefits and a space allocation. The non-productive rate includes sick time,
vacation time, etc. and is based on FPLE non-productive pay code costs divided by total
payroll costs.

Affiliate transactions should be charged to the utility at the lower of cost or
market. The range of rates of FPLE employecs with overhead, excluding travel, was less
than the rate of the outside contractor. We traced actual costs to payroll detail and expense
reports. It appears that the FPLE employee rates are in compliance with the Commission

rule.

Audit Finding No. 3

Audit Finding No. 3 discusses retirements. FPL will be incurring costs for new
equipment and charging it to this clause long before the removal of old equipment during
the outages. After the outages, several pieces of equipment will be retired and several
may be sold for salvage. The retiréments and salvage should be used to offset the costs

reflected in this filing. This may cause a negative true-up after the outages. FPL needs to
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maintain detailed records of the items removed. retired. and sold. FPL should develop

methodology for recording these items.

Audit Finding No. 4

Audit Finding No. 4 discusses an over-acerual. The utility made scveral accruals
at the end of 2007 for items ordered prior to the cnd of the ycar. The following chart
shows the amount accrued compared to the actual support provided for the amount paid in

2008 related to these accruals.

VENDOR ACCRUAL SUPPORT DIFFERENCE
PROVIDED

Areva 310,000.00 251,912.43 58,087.57

Shaw, Stone & Webster 590,000.00 515,348.20 74,651.74

Shaw. Stone & Webster 590,000.00 540,944.56 49.055.44

The Areva difference was not re-accrued because it was below the accrual
threshold. Therefore, it was reversed in January 2008 and was not booked again until it
was actually paid. As of December 31, 2007, the accruals overstate the expenses by

$181,794.75.

Audit Finding No. 5

Audit Finding No. 5 discusses transfbrmqrs at the end of the useful life. An
engineering evaluation for the extended power uprate project for St. Lucie Units 1 and 2
discusses the main transformer. The report states: “Based on their relatively long lives to
date together with a relatively more troublesome operating lifetime condition history,
replace the PSL Unit 2 MT’s (Main Transformer) with new units. This plan to replace
these two MTs is considered especially appropriate when.considering that these relatively
old units would, with the Extended Power Uprate {(EPU), be loaded to their highest ever

MVA levels at a time when end-of-useful-life is, by all industry measures, already
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approaching.” Bascd on this report, it appears that the transformers may have nceded to
be replaced even if Florida Power and Light was not doing the uprate. An FPL

representative has responded that the transformers have 10 more years of usefut life.

Q. Please review the audit findings in the second audit report, KLLW-3, which
addresses the 2007 power uprate costs for the Turkey Point and St. Lucie nuclear

power plants.

A.  Audit Finding No. 1

Audit Finding No. 1 in the supplemental audit report for the uprate addresses an
internal audit report issued July 24, 2008. This internal audit report addresses costs

charged to the nuclear uprate. The results of the internal audit are addressed in Exhibit

KLW-3, Finding No. 1.

Q. Please review the audit findings in the third audit report, KLW-4, which
addresses the 2007 pre-construction costs and site selection costs for Turkey Point 6

& 7.

A. Audit Finding No. 1

Audit Finding No. 1 discusses payroll. Payroll of $823,i72.29 was charged to site
selection and $274,267.94 to pre-construction costs. Some of the employees were FPLE
employees and therefore the costs were not recovered through FPL’s base rates. Some
employees’ payroll costs were charged to capital projects the previous year and thus not
recovered through basc rates. Some employees were replaced by new staff so that they
could work on the project. Some, however, were FPL. employees and their payroll costs
were recovered through base rates in the prior year. In the 2007 filing, the utility removed

$127,529.37 of the above salaries because they were already recovered in base rates. An
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additional amount of $32,450.43 still needs to be removed from 2007, The amount 1s sull
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.

Audit Finding No. 2

Audit Finding No. 2 discusses affiliatc overhead. Florida Powcer and Light Encrgy
(FPLE) charged FPL for four employees that were assigned to the Turkey Point © & 7
proj'ect. Affiliate transactions should be charged to the utility at the lower of cost or
market. The range of rates of FPLE employees with overhead, excluding travel, was less
than the rate of the outside contractor. We traced actual costs to payroll detail and ex pense
reports. It appears that the FPLE employee rates are in compliance with the Commission

rule.

Audit Finding No. 3

Audit Finding No. 3 discusses relocation costs and signing bonuses. FPL paid
relocation costs and signing bonuses to attract new employees to work on the nuclear
project. FPL reversed a portion of the signing bonus expense and will be amortizing it
monthly to the project over the commitment period. The remaiming bonus will be

reversed in July 2008 because of an internal transfer of the position in June 2008.

Q. Does that conclude your testimony?

Yes.
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Docket No. 080009-EI
Exhibit KLW-1 (Page 1 of 1)
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 requiations, 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 Guif Utility Company, Docket No. 960329-WS

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

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 Ultilities, Inc. of Florida, Docket No. 020071-WS

In_re: Petition for issuance of a storm recovery financing order, by Florida Power
& Light Company, Docket No. 060038-El
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FLORIDA PUBLIC SERVICE COMMISSION
DIVISION OF REGULATORY COMPLIANCE AND
CONSUMER ASSISTANCE
BUREAU OF AUDITING

Miami District Office

Florida Power and Light Company
Nuclear Uprate Cost Recovery Clause

Twelve Months Ended December 31, 2007

DOCKET #080009-EI
AUDIT CONTROL NO. 08-065-4-1

e

M‘hyi Welch
A udit Manager

A da>

Iliana Piedra
Accounting Specialist
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Audit Report for FPL Uprate - Redacted

Exhibit KLW-2 (Page 3 of 13)

DIVISION OF REGULATORY COMPLIANCE AND CONSUMER ASSISTANCE
AUDITOR’'S REPORT

May 23, 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 uprate filing, 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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Exhibit KLW-2 (Page 4 of 13}

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

Procedure: We scheduled ali increases in the general ledger accounts and reconciled
them to the filing.

Objective: To review the construction costs on the T 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 ail employees working on the uprate and reviewed where
several employees charged their payroll in 2006 to determine if their salaries were
already charged to base rates. The utility made an adjustment in 2008 to remove some
of these salaries. See finding one for more information on payroll.

For charges from FPL affiliates, we obtained source deocumentation for the actual
payroll, supporting documentation for the overhead rates charged, and supporting
documentation for travel costs. In addition, we obtained from FPL the rates charged by
non-affiliate companies to determine if they were charged the lower of cost or market.
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 about plant due to
be retired and replaced before the uprate was scheduled. Audit finding five discusses
plant that was already at the end of its useful life. Audit finding three discusses
treatment of future retirements. We reviewed the plans for the outages and compared
them to the previously scheduled maintenance work to determine if there were

duplicates.

For the journal entries charged we reviewed the accruals to amounts paid in 2008,
Audit finding four discusses these accrual entries. We traced the jurisdictional factor to
supporting documentation and the ownership allocation percents to supporting

documentation.
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AUDIT FINDING NO. 1

SUBJECT: PAYROLL

STATEMENT OF FACTS: Payroll of $353,286.91 was charged to the nuclear uprate.
Some of the employees were former Seabrook 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 April 2008, the utility removed $49,790.98 of the above
salaries because they were already recovered in base rates. The amount is still
included in the 2007 filing but will reduce the 2008 costs. Since carrying charges were
not added in 2007, there should be no adverse effect of making the adjustment in 2008.

An additional employee whose pay charged to the uprate was $3,351.71, also should
have been included in base rates because the employee had not been charged to
capital projects in 2006 and was not replaced. FPL will adjust this out in May 2008.

Another employee has not been replaced yet but they do plan to replace him. The
salary charged to the uprate for him in 2007 was $18,056.59. Until he is replaced, his
salary is still in base rates and should be removed. FPL will adjust this out in May 2008

also.

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

EFFECT ON THE FILING: This finding is for informational purposes only.
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Docket No. 080009-El
Audit Report for FPL Uprate - Redacted
Exhibit KLW-2 (Page 6 of 13)

AUDIT FINDING NO. 2

SUBJECT: AFFILIATE OVERHEAD

STATEMENT OF FACTS: Florida Power and Light Energy (FPLE) Seabrook Station
charged FPL for two employees that were assigned to the Extended Power Uprate
Feasibility Study. [n 2007, $30,657.08 of salary was charged to the FPL uprate. FPLE
charged 77.37% in overhead to the base salary. The overhead consists of 36.85% of
non-productive charges. This loaded rate is then charged with payroll benefits of
17.26% and a space allocation of 12.33%.

The non-productive rate consists of 14.48% for sick time, vacation time, etc. and is
based on FPLE non-productive pay code costs divided by total payroll costs. Twenty
two and a half percent relates to incentive payments. The employees’ total pay was
compared to the base pay and it does appear that incentive pay did increase the
employees total pay by a substantial percent.

FPLE also charged expenses for travel of $24,522.47 and for a charge from an outside

contractor of $6,300. The invoices for these expenses were reviewed and no problems
were found.

Affiliate transactions shouid be charged to the utility at the fower of cost or market. The
rate of TSSD, an outside contractor, was an hour. The rates of FPLE employees
with overhead and excludihg travel ranged fromdailiii to S which was less than
the rate of the outside contractor. Actual costs were traced to payroll detail and
expense reports, '

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 Report for FPL Uprate - Redacted

Exhibit KLW-2 (Page 7 of 13)

AUDIT FINDING NO. 3

SUBJECT: RETIREMENTS

STATEMENT OF FACTS: Florida Power and Light will be incurring costs for new
equipment and charging it to this clause long before the removal of old equipment
during the outages. After the outages, several pieces of equipment will be retired and
several may be sold for salvage. The retirements and salvage should be used to offset
the costs recorded in this filing. This may cause a negative true-up after the outages.
FPL needs to maintain detailed records of the items removed, retired, and sold. A
methodology for recording these items should be determined.

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 Report for FPL Uprate - Redacted

Exhibit KLW-2 (Page 8 of 13)

AUDIT FINDING NO. 4

SUBJECT: OVER-ACCRUAL

STATEMENT OF FACTS: The utility made several accruals at the end of 2007 for
items ordered prior to the end of the year. The following chart shows the amount
accrued compared to the actual support provided for the amount paid in 2008 related to
these accruals.

VENDOR ACCRUAL SUPPORT DIFFERENCE
PROVIDED
Areva 310,000.00 251912.43 58,087.57
Shaw, Stone & Webster PTN 580,000.00 515,348.26 74,6561.74
Shaw, Stone & Webster PSL 590,000.00 540,944.56 49,055 .44
1,480,000.00 1.308,205.25 181,794.75

The Areva difference was not re-accrued because it was below the accrual threshold.
Therefore, it was reversed in January 2008 and was not booked again until it was

actually paid.
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 Report for FPL Uprate -
Exhibit KLW-2 (Page 9 of 13)

Redacted

AUDIT FINDING NO. 5

SUBJECT: TRANSFORMERS AT THE END OF USEFUL LIFE

STATEMENT OF FACTS: An engineering Evaluation for the extended power uprate
project for St. Lucie Units 1 and 2 discusses the main transformer. The report states:

“Based on their relatively long lives fo date together with a relatively more troublesome operating lifetime
condition history, replace the PSL Unit 2 MT's (Main Transformer) with new units, This plan to replace
these two MTs is considered especially appropriate when considering that these relatively old units

would, with the EPU, be loaded to their highest ever MVA levels at a lime when end-of-useful-life is, by all

industry measures, already approaching.”

Based on this report, it appears that the transformers may have needed to be replaced
even if Florida Power and Light was not doing the uprate.

An FPL representative has responded that the transformers have 10 more years of
useful life. They have been asked to provide support for this assertion to the analyst.

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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COMPANY EXHIBITS



St. Lucie and Turkey Point Uprate Project

Retall Revenue Requirements Summa
Schedule T-1 {True-up) ° * i

[Section (5)(c)1.a]
FLORIDA PUBLIC SERVICE COMMISSION EXPLANATION: Provide the calculation of the actual true-up of

total retail revenue requirements based on actual expenditutes
for the current year and the previously filed expenditures

COMPANY: Florida Power & Light Company

For the Year Ended 12/31/2007
for such current year.
DOCKET NO.: 08 -El
1G] {8) C) oy (E) {F) (G)
Line Actuat Actual Actua! Actual Actuai Actual 6 Month
No. January  February March April May June Total
Jurisdictional Dollars
1. Preconstruction Revenue Requirements (Schedule T-2, fine 7) s $0 $0 so s0 s0 s
2. Construction Carrying Cost Revenue Requirements (Schedule T-3, line 7) 50 %0 so 30 s0 $0
3. Recoverable O&M Revenue Requirements (Schedules T4, line 14) s $0 $o 30 50 50
4, DTA Carrying Cost {Scheduls T-3A, line 8) 50 50 $0 $0 $0 50 50
5, Cther Adjustments $0 50 $0 $0 $0 50
6. Total Perod Revenue Requirements (Lines 1 though 5) $0 50 30 $0 30 $0 $0
7. Total Return Requirements from most recent Projections 30 30 $0 $0 50 30 $0
8. Difference (Line 6 - Line 7) $0 $0 $0 30 m» o
588
g =5
=%
N~ . -~ .g =
Note 1: The costs associated with the uprate project were included In Account 183, Preliminary Survey and Investigation Charges for the period ~ =
July 2007 through Decamber 2007. On January 7, 2008, the Commission issued Order No, PSC-08-0021-FOF-E| approving FPL's need ‘E R
determination for the uprates. In that Order ihe Cormmission determined that Rule No. 25-6.0423, F.A.C. is applicable to the qosts of the RN (_)h %
expansion of the Turkey Point and $i. Lucie Nuclear Power Plants {uprate project). As a result of the issuance of this Qrder, in January 2008 % 82
these costs were transferred to Construction Work in Progress account 107. Therefora no camying charges are reflected in 2007 for recovery. = % 8
e
- -
NS ]
=
08
L O
W 1
A
()]
Q.
b}
g
j=8
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St. Lucie and Turkey Point Uprate Project

Retall R
Sehedule T-1 (True-up) evenue Requirements Sumrmary

[Section (5}c)1.a}
FLORIDA PUBLIC SERVICE COMMISSION EXPLANATION: Provide the calculation of the actuat true-up of

total retail revenue requirements based on actual expenditures
for the current year and the previously filed expenditures

COMPANY: Florida Power & Light Company

For the Year Ended 12/31/2007
. for such current year.
DQCKET NO.. 08, £t
(H) )] ) (K) Ly ™} (N}
Line Actual Actual Actual Actual Actual Actual 12 Month
No. July August Septembet  October  November December Total
. Jurisdictional Dollars
1. Preconstruction Revenue Requirements (Schadule T-2, fine 7) $0 s 50 $0 so0 $0 50
2, Construction Camying Cost Revenue Requirements {Schedule T-3, line 7) 50 ) $o 30 0 30
kR Recoverable O&M Revenue Requirements (Schedule T-4, line 14} 30 50 50 $0 80 $o $0
Iy DTA Carrylng Cost {Schedule T-34, line 9) $0 50 0 $o %) $0
5. Other Adjustments $0 $0 $0 $0
B. Total Period Revenue Requirements {Lines 1 though 5) $0 $0 $0 50
7. Total Retum Requirements from most recent Projections $0 50 $0 $0 S0 $a 50
S
8. Difference (Line 6 - Line 7} 30 30 $0 30 30 30 5_ s %
g o
—_ :U =3
e Z
o
8%
i = 1+ o
Note 1: The costs associated with the uprate project were included in Account 183, Preliminary Survey and Investigation Charges for the period o %
July 2007 through Decernber 2007. On January 7, 2008, the Commission Issued Order No. PSC-08-0021-FOF-E approving FPL's need ’:‘U =2
delermination for the uprates. In that Order the Commission determined that Rule No. 25-6.0423, F.A.C. Is applicable to the costs of the o :,a %
expansion of the Turkey Point and St. Lucie Nuclear Power Plants (uprate project). As a result of the issuance of this Order, in January 2008 o 1
{hese costs ware transfarred ta Construction Work in Progress actount 107. Therefore no cammying charges are reflected in 2007 for recovery. ci = m
NG
0.
o
03 1
S’
%
o
[x)
Q
L]
o
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Bt Lucks and Turkay Point Uprate Project

Monithly Expandiiures
Schedule T-8 (True-up) [Secton {8)c)1.9.)
[Section {8}{d)]
FLORIDA PUBLIC SERVICE COMMISSION EXPLANATION; Pmu;:cmu mofihly sxnendhures by makor tasks performed
welthin = P #nd C.
COMPANY: Florida Power &
Light Company for the prine year, For tha Year Ended 127312007
DOCKET NO.; 08 -a
TA} @) ) ] G) T} BT ) [0 W Y ]
M)
o Actusl Actual Actusl Actusl Actual Actuasl Actual Actusl Actual Actual Actual Actusl 12 Month

e Destrigton - Jmuipry Feteuary March Aprt May dune July August Beptembar Octoher Hovemnber Decarmber Total
) Sratininers Survey § vestieation Chyroes (8ccount 1831 ‘ :
2 _Generation;
: Lcenss Application 161,348 50.487 63,529 25.208 27 438 27,083 357,150
: Enpineering & Bueign oa1 £041 3801487 5,700,320
3 Parmiting 872 s.982 1.082 72492 73T 158,405

Project 75,828 84903 68,4 ¥ 227, 578,
7 , i 20 122,581 -1} 'I'Il
L} On-Ste Construction Facllies .
2 Powet Block Enginesring, (.3 1287 1203046 423819 1,834,024
10 Non-Powsr Block Enginesdng, Procurement, me. s ’ ) -
1 Total Generwtion v < B B S - 183,348 26378 158 477 [TXTH 1428 553 6648 501 4824518
12 Particpants Cradks P83 Link 2
1 oue (2,983} (2.588) (1350 {1.562) 139447} (94.300) 144,453}
I FMPA, {4.285) 23,1813 8,143 {2,458) (57,045} (138421) (308,894}
13 Total Participants cradis. - - - - N - 7.248] CEIH 8,700 4,78 06,492 230,756 353,344
18 Total & Costs net of credts - - B B B N 136100 121821 150,711 B4 5% 1232086 8418145 8371,¢1
17
in
1 Huredictionsl Facinr L} o 0.9958265 OSUSADES 09956265 0.9932285
20
2 Total Judedictional Ganeratin Costs - B B B < B 155 448 124123 150,082 [*RF7] 1,326,507 8,329 387 4236 £52
n
23 _Toosmbsion;
4 Lina Enginesring .
25 Bubstation Engineering .

Clearng
Y .
7 Othar N N
2 Total Tranzmiscion Cots . - A N - T B -
0
10 Juriedictiona Factor
a1
4 Totat Jurisdictonsl Transmission Costs B - B z B T B N B T
23
u Tolst hrindicional Preiminacy Survey & Invessgation chames: - - - - - - 1SS0 1312 VSO08T oda 1,376 %07 £.389 187 3238857
35
3 Cenirechon:
37 _Generston:
k1] Fionl Extate Acquisiions
29 Prodect Managemant
it Farmanent StafiTraining .
44 Sty .
42 On-Ste Conmiryction Facibies
43 Power Block Enginesring. Prociramant, et
“ Nen-Powsr Slock Enplveeri, Procurememt, e - - - T s B -
as Total Generston Costs. * " N -
a8
&7 Audmiictional Facty
a0 T T B - - - . - )
49 Total Jurisdictional Genedatan Costa. - " *
50
5% _Treosmieen )
52 Line Engltirering
Lx) Sutstaton Enginesrig R
34 Resl Estate Acquitiinn X
£ Line Consructon .
) Substation Convtruction -
57 Other . -~ - - - - - - - = z
[} Total Transminsion Costs.
L]
L Juriasdictional Facior
8 - . " B B - ’ : . i
a2 Total Jursdictionsl Tramsmisaon Cost -
[}
[ Y] Total Jurisdictional Construction Coste =

Note 1: Tha costs associsted with the uprate project wans included b Account 183,
Juty 2007 through December 2007. On Jenuary 7. 2005, the Comrilssion issued Order No.

msmmnmmwmmem
PC-08-0023-FOF- £ woproving FRL's meed

Setemtinastinn for the ustites. In that Order the Commission daterminad that Rite No. 25-8.0473, FAC. & spolicabhy & T cost of tha

spansion of ths Turkey Point and St Lucls Nuclear Fower Plams {Upiste project). As » resull of the
mmmmmumnmmwmhpm—mmr.mmmma

Esuance of this Order, In January 2008
ek are reflected I 2007 for recovery.
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DOCKET NO. 080009-EI: Nuclear cost recovery clause for Florida
Power & Light Company

WITNESS: Direct Testimony Of Kathy L. Welch, Appearing On Behalf
0f Staff

EXHIBIT KLW-3: Supplemental Audit Report for 2007 power uprate
costs for the Turkey Point and St. Lucie nuclear power plants
(Redacted)



Docket No. 080009-E!
Supp. Audit Report for FPL Uprate - Redacted

Exhibit KLW-3 (Page 1 of 5)

FLORIDA PUBLIC SERVICE COMMISSION

DIVISION OF REGULATORY COMPLIANCE AND
CONSUMER ASSISTANCE
BUREAU OF AUDITING

Miami District Office

Florida Power and Light Company
Supplemental Report
Nuclear Uprate Cost Recovery Clause

Twelve Months Ended December 31, 2007

DOCKET #080009-E1
AUDIT CONTROL NQO. 08-065-4-1

- .
P E

/Kathy L. Welch
Audit Manager

Denise Vandiver
Bureau Chief




Docket No. 080009-El
Supp. Audit Report for FPL Uprate - Redacted
Exhibit KLW-3 (Page 2 of 5)

TABLE OF CONTENTS

AUDITOR’S REPORT PAGE
i PURPOSE 1
I OBJECTIVES AND PROCEDURES 2
HI. FINDINGS 3

ONE-INTERNAL AUDIT 3



Docket No. 080009-El
Supp. Audit Report for FPL Uprate - Redacted
Exhibit KLW-3 (Page 3 of 5)

DIVISION OF REGULATORY COMPLIANCE AND CONSUMER ASSISTANCE
SUPPLEMENTAL AUDITOR’'S REPORT

July 28, 2008

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 schedules attached to the original
audit report issued May 28, 2008 prepared by Florida Power and Light Company in
support of its nuclear uprate filing, 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.



Docket No. 080009-E!
Supp. Audit Report for FPL Uprate - Redacted
Exhibit KLW-3 (Page 4 of 5)

OBJECTIVES AND PROCEDURES:
Objective: To review the construction costs on the T schedules for compliance with
Section 366.93 of the Florida Statutes and Chapter 25-6. 0423 F AC.

Procedure: We have reviewed the internal audit report of the uprate issued July 24,
2008. :



LG L 19, WA U e

Supp. Audit Report for FPL Uprate - Redacted
Exhibit KLW-3 (Page 5 of 5)

AUDIT FINDING NO. 1

SUBJECT: INTERNAL AUDIT FINDINGS

STATEMENT OF FACTS:

CONFIDENTIAL

EFFECT ON THE GENERAL LEDGER: FPL has corrected its ledger.

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



DOCKET NO. 080009-E1: Nuclear cost recovery clause for Florida
Power & Light Company

WITNESS: Direct Testimony Of Kathy L. Welch, Appearing On Behalf
O0f Staff :

EXHIBIT KLW-4: Audit Report for 2007 pre-construction costs and
site selection costs for Turkey Point 6 & 7 (Redacted)



Docket No. 080009-El
Audit Report for FPL TP 6&7 - Redacted

Exhibit KLW-4 (Page 1 of 14)

FLORIDA PUBLIC SERVICE COMMISSION
DIVISION OF REGULATORY COMPLIANCE AND
CONSUMER ASSISTANCE
BUREAU OF AUDITING

Miami District Office

Florida Power and Light Company
Turkey Point 6 & 7 Cost Recovery Clause

Twelve Months Ended December 31, 2007

DOCKET #080009-E1
AUDIT CONTROL NO. 08-087-4-1

/.. o - ./’/, ’ . /,’ -
T Ry /o
Lot = o
Kathy L. Welch
Audit Manager

~ 1 - / A’ )
\_((JLM&/ (7Z/ Jw (./ L,{-/

Hiana Piedra
Accounting Specialist
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Audit Report for FPL TP 6&7 - Redacted
Exhibit KLW-4 (Page 2 of 14)

TABLE OF CONTENTS

AUDITOR’S REPORT PAGE
l. PURPOSE 1
fl. OBJECTIVES AND PROCEDURES 2
. FINDINGS 3
ONE-PAYROLL 3
TWO-AFFILIATE OVERHEAD 4
THREE-REILOCATION AND SIGNING BONUS 5

V.  EXHIBITS ' - 6



Docket No. UUUUY-Ed
Audit Report for FPL TP 6&7 - Redacted

Exhibit KLW-4 (Page 3 of 14)

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.



LOCKEL INU. UoUUUD-E)
Audit Report for FPL TP 6&7 - Redacted
Exhibit KLW-4 (Page 4 of 14)

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

Procedure: We scheduled all increases in the general Iedqer 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 AC.

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 tems
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.



Docket No. 080009-El
Audit Report for FPL TP 6&7 - Redacted

Exhibit KLW-4 (Page 5 of 14)

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.



Docket No. 080009-E!
Audit Report for FPL TP 6&7 - Redacted

Exhibit KLW-4 (Page 6 of 14)

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 20(_ of salary and
overhead was charged to the site selection work order and to the pre-
construction work order. FPLE charged [JIJJill 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 [JJJJ% of the non-productive costs.

The pay rates of FPLE employees including overhead ranged trom $jJl to SH.
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.



Docket No. 080009-El
Audit Report for FPL TP 6&7 - Redacted

Exhibit KLW-4 (Page 7 of 14)

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 S|l signing bonus and will be amortizing it monthly to the
project over the commitment period. The S| 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.



Docket No. 080009-El|
Audit Report for FPL TP 6&7 - Redacted
Exhibit KLW-4 (Page 8 of 14)

COMPANY EXHIBITS



Turkey Point Units 687
. Pre-Construction Costs and Carrying Costs on Construction Cost Balance [Section (5)(c)1.b]
Schedule AE-1 {Actual/Estimated) Actual & Estimated Filing: Retali Revenue Requirements Summary

FLORIDA PUBLIC SERVICE COMMISSION

EXPLANATION: Provide the caiculation of the aclual/estimated trus-up of
tolal retail revenue raquirernents based on actual/estimated

expenditures for the current year and the previously filed
expanditures for such current year.

COMPANY: FLORIOA POWER & LIGHT COMPANY

For the Year Ended 12/31/2007
DOCKET NO.: 080003-El

Witness: Kim Ousdaht
Line AE:J:I Ac(:l?ml Agzml Ast(dm Agﬂal Ag:}m 12 ‘G?,mn
Ne. July August  Septsmber Octobar  November Decamber Totgl
Jurisdictional Dollars
1. Pra-Construction Revenus Requirements {Scheduls AE-2, Line 7} (a) $0 30 $0 $0  $1,389,231 $1,154,016 $2,543 248
2. Conatruction Carrylng Cost Revenue Regulrements (Schedula AE-3, tine 7) $0 30 $0 30 $0 $0 $0
3 Recoverable J&M Revenue Requirements (Scheduls AE-4, line 24) $0 5¢ $0 50 50 $0 $0
4. DTA Carrying Cost (Schedula AE-3A, line 8) $0 30 50 $0 ($2) £ 18] ($8)
5. Other Adjustmenta $0 $c $0 50 30 30 $0
B. Total Paried Revenus Raquiramants (Lines 1 theugh 5} $0 $0 30 $C $1,389,230 $1,154 010 $2,543.238
7. Total Retum Regqulremants from most recent Projections $0 50 30 30 30 0 50
8. Difference (Line 6-Line 7) 30 30 30 30 $1.339.230 $1,154 010 $2.543 229

(8} EMective Wih the flling of our nead petiilon on October 16, 2007 pre-construction began.
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Turkey Polnt Units 887
Scheduls AE-3A (ActslEstimated) el & Evtmatet Sl otome s opucion Sos Bsance Secton B
FLORIDA PUBLIC SERVICE COMMISSION EXPLANATION; Pravide the caleuiation of the Actual/Estimatad
COMPANY: FLORIDA POWER & LIGHT COMPANY ;‘::errmd tex Garying Gosts for the current For the Year Ended 12/31/2007
DOCKET NO.; 080009-E| Wilness: Kim Qusdani
{ W) {K) (t) (M) (N} (G} (P)
Line Beginning  Actual Actual Actual Actual Actual Actual 12 Month
No. of Perlod July August  Septembar  October  November December Total
Jurigdictional Dollars
1. Construction Period intarest (Schadula AE-3B, Line 7) $0 80 50 $0 $0 50 80
2 Recavered Costs Excluding AFUDC $0 $0 $0 5C 30 $C $0
3. Other Adjustments (d) $0 so $0 $0 ($904)  ($2,2068) - ($3,109)
4. Tax Basls Leas Book Basls (Pricr Mo Batance + Line 1 + 2 + 3) $0 $0 $0 $0 $0 ($504)  ($3.108) ($3,109)
5 Deforred Tax Assat DTA/(DTL) on Tax Basis in Excess of Book (Line 4 * Tax Rate} . 38.575% $0 30 30 50 50 ($249)  ($1,199) ($1,199)
8. a Average Accumulated OTA/(DTL) 7 $0 30 30 30 ($174) ($774)
b. Prior montha cumulative Retum an DTA/DTL) $0 - %0 $0 20 50 (32} ($8;
e Averags DTALDTL) Including prior period ratum subtote) 50 $0 s0 0 ($174)  ($778)
7. Carrying Cost ont DTAJ(DTL) .
a, Equity Component (Line Tb* .81425) (a) 50 0 $0 30 ($1) §4) §e | m
b, Eguity Comp, grossed up for taxes (Line 8 ¢ * 0.007430034) {2} (B) (¢) $0 $0 $0 30 (s1) {36} 3T g
¢ Debt Compona.nt {Line & ¢ x 0.001325847) (¢} - 50 0 50 %0 (30} (LA 31 ;
8. Total Return Requirements ( Line 7b + 7¢) 50 50 50 30 (32 27 L3 s
9, Total Return Requiremants fom most recent Projections $0 50 $0 $0 $C $0 50 : ’_":
10, Diftarence (Line & - Lina 5} 30 $0 30 50 ($2) 57) {88} g
. . @
E:,')! ;hﬂgur:;z?r::‘rrl E:r“ll‘rt\!;c;:;nrﬁ::teg: I;%ft‘:er:t:i::u“::::l*:ur?aloenﬁeui‘ilr:tz.a Federal Income Tax rate of 35% and a state incoma tax rate of 5.5% 1 e l 3
(¢} In order to gross up tha equlty companent for taxss a monthly rate of 0.0074239034 (Equity) and 0.001 32§847 {Dabt), resutts In the annual pre-tax rate of 11 0d%: S
(d) Other Adjustment represents the book tax expense daduction related to the debt component of the mwng ¢harge calculated on AE-2, line 5¢ ::
' Cage 2o : £
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Turkey Polnt Units $&7 Sacton (51(cH b.!
Pre-Construction Coats and Carrylng Gosts on Gonatruction Cost Balance I {5}{e)tb;
Actuat & Esttmated Flling:
Schaduts AE8 (AchusvEstimatad) Ying: Monihly Expenditutes (Secticn (8)(cn]
FLORIDA PUBLIC SERVICE COMMISSION EXPLANATION: :;oh\;id; tha sctual'estimaied monihly sxpenditures by majer lasks parformed
. n Pre-Construction categorias for the ourrant ysar.
COMPANY: FLORIDA POWER & LIGHT COMPANY Alf Slte Seiacilon ¢cosla also inclurdad In Pre-Conatruclion conis must be ldentifisd, For lhe Yaar Endsd 12/31/2007
DOCKET NOD,; 08
O00%-E| Witneas; Kim Ousdahl and Btaven D. Scroggs
70 ® ©} © ) [ © W ] [ ) [
:b:a Dexcrplion Aclusl Aotus Actuml Actull Actual Actual Actual Actual Actumt Actual Adluzl Acldll
3 January Fabruary March April May June duty Auguat Saplambsr Octobar Navambar December
1
2 PreLonstruction;
3 _Omerslion;
4 Uecsniing 1,724 813
5 Pamiiing 184,442
-] Engineedng and Design
7 Long ead procurement advanced paymants
: P:::gbek El?glnnnnp and Precurement
anention Costs - . - . . 1,385,065 1,144,210 5
10 . Jursdictional Faclor 08054285  0.995826
LAl Tolal Jurladictionsl Genaration Cosis . . - . - - - 1,383,258 1,138,435
t2 Less Adustienty
12 Non-Cash Ascruals 25812
14 Other Adjustments (&) ;fg g:g}
16 Tolal Adjusimants B . - N X X 7
16 Jurischetional Facter 9.0958285 0.9960268
17 Total Jurisdiclionsl Adfustments - - - - . - . - 20,195 ]
18
1% Totsl Jurisdictianal Ganaratlon Costs Net of Adjustments - - - - - 1,363,082
w0
2% _Trapamiselen
] Line Enginsedng
23 Substation Enginaering
24 Clearing
s aher
] Total Transmission Casls - - - - . N
7 Juridiclional Facter
| Tolal Juisticionsl Tranamlisalon Coats - - - - - -
2 Las Adlustments
w0 ’ K Non-Cash Accruats
" Clhwr Adjusimanis ] z =
2 Total Adhusmants [}] o [ 0 Q [} 0 Q ]
33 Jurisdietional Faclor
kL] Total Judedational Adjustmants - - -
5 -
w Tolal Jurtsdictions! Transmission Cesta Nat of Adjusiments - - - - - .
2 RSN TR LT A~
] Totss durladictional Pra-Gowirueiion Costs it 3 [T 3¢ 30 L] 30 X 30 2_3 H
]
10 Conmryciion;

hiiAs AL NS staga, conatruction has nol commenced In the project.

{n) Eftaclive WRn the fing of ourneed patlion on Octeber 18, 2007 pre-consiryetion bagan.

i) Other Adjustmierns kchids Pengion & Welfare Benefit cradi.

Pre-Consinuction $
Juradicifenal Facior

1] Tola|
E83) 5 BTN 3 (142344)

14,284

0.5988785 5, 0958285 £.0958285
3 Y] 387e) § L 3]

Page sl
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Site Sel e ) Turkey Point Units 647 REVISED
efection Costs and Carrying Costs on Sita. 8election Cost Balance Seath
Schedule AE-1 (ActualiEstimated) Actual & Estimated Fillng: Retail Revenue Reguirernents Summary (Section Sei b

FLORIDA PUBLIC SERVICE COMMISSION

EXPLANATION: Provide the calcutation of the actual/estimated irue-up of
tatal retail revenue requirements hased on actual/estimated

PANY:
COMPANY: FLORIDA POWER & LIGHT COMPANY axpe:g::ums for the current year and the previously filed For the Year Ended 12/31/2007
DOCKET NG.: GB000S-El - expanditures for such current year,
Witness: Kim Gusdahl

e (H) {) () (K} wL M) {N}
o Actual Actuaf Actual Actual Actual Actual 12 Menth

. July August  September _ October  November Dacember Total

Jurisdictional Dollars

1. Site Seisction Ravenus Requirements (Schedule AE-Z2, Line 7) (&) $0 30 $0 $5,408,200 $7377B  $57.152 36539261
2. Consiruction Cam}lng Cost Ravenus Requirements (Schedule AE-3, line 7) 50 $0 T %0 $0 30 %] 30
3 " Racoverabls O&M Raveriue Raquirements (Schadule AE-4, line 24) $0 $0 £0 $0 30 $0 50
4 DTAMQOTL) Carrying Cost {Schedule AE-3A, line 8) $0 $0 50 1) (329) {$58) ($94)
5. Other Adjustments $0 50 $0 30 $0 50 50
8. Total Pariod Revanue Requirements (Linas 1 though 5) 50 50 $0_$6408283  $73745  $57.134 Mﬁ.’
7. Total Return Requitements from mosi recam Projections $0 $0 50 50 %0 50 $0
8. Differarca (Lins & - Line 7) 30 $0 $0__$6.408 283 §73,749 $57 134 $6 539 167

o selaction for the Turkey Point Units 687 project were Included [n Account 183, Preliminary Survey and Investigation Charges, for the pariod

(8)The costs associated with sit
rred to Construction Work in Progress, Account 107,

April 2006 through October 2007. Effective with the filing of our need petiticn on October 16, 2007, all costs wers transfa
and afle selaction costs ceasad,

Nots: Summary of all changes to the 2007 Site Selection Schedules
CPiExclusion: In the 5/2008 filing, FPL calculated the production pericd of & unit of tangible property to begin on the first date by which ihe laxpayer's

accumuiated production expenditures, Including planning and design axpenditures, are at [east 5 percent of tha taxpaysr's total estimated
accumitated production axpenditures for the unit of proparty. After careful analysis of intemal Revanue Code §263A(f) and Treasury Regulation
§1.2634-12, FPL determined that Turkey Polnt 6 & 7 project qualifies as real property. Real property is subject to capitalization of CP onice
physical construction begins. Site Selection costs are not deemed to be physical construction activities, as auch, chl

shouid nol have been caiculated for thase costs.

Total impact to Revenue Requirsments line 8 dus 1o CP1 Exclusion;
Stte Selection
) 52008 Bling  Adjurted Differencs - Decreast i .
1007 Site Selection {Schedule AE-1, Line 8} 6339498 6,539,167 BN Page 2o 2
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alts Seloct cTurkuy Polnt Units 687 REVISED

) @ Jelection Costs and Carrying Costs on Site Selection Cost Balance Sectton (S g
Schedua AE-3A (Actual/Estimated) Actual & Estimated Flling: Deferred Tax Carrying Costs esen e v,
FLORIDA PUBLIC SERVICE COMMISSIQN EXPLANATION: Provide ths caiculation of the Aciual/Estimated

COMPANY: FLORIDA POWER & LIGHT COMPANY :::rm e Gamying Costs of fhe curent For the Year Ended 12/31/2007

ooc NG.: 0
KET 8000S-E| Witnass: Kim Quadah!

Line {1 (J) (K L (M) (N) (O} (F}
o Beginning  Actual Actual Attuai Actual Actual Actual 12 Month
of Parlod July August  September  October November [December _Total
Jurisdictional Doltars
1. Construction Period Interest (Schedule AE-3B, Line 7) %0 $0 %0 $0 3¢ $¢ $0
2. Racovered Costs Excluding AFUDC . - $0 30 50 $0 30 $0 50
3. Other Adjustrents (d) 50 $0 $0 {$4.257y (%$8,584) ($8.651) ($21,473
4. Tax Basls Lass Book Pasis (Prior Mo Balance + Line 1 + 2 +3) 50 $0 30 $0 (342573 ($12822) (321473) (321,473
5 Deferrad Tax Asset DTA/DTL) on Tax Basis In Excess of Book (Line 4 * Tax Rate) 38.875% $0 33 $¢ $0  (81.842)  (54,948) ($8,283) {$8,263)
6. a Averege Accumulated DTA (DTL) $0 50 $0 ($821) ($3.284) (36.615)
b Pricr menths cumulatlve Return on DTA/(DTL) - 50 $0 $0 $0 ($7) (338) ($94)
[+ Average DTA including prior perlad return subtotal $0 $0 sC ($829)  ($3,301) ($6,651)
7 Cartying Coston DTA/DTL)
a. Equity Compenent (Line Tb* .81428) (a} 30 50 s ($4) (§15) 1330, 1§49
b, Equity Comp. grossed up for taxes (Line &c * 0.007432034) (a) (b) (¢} 30 50 $Q ($8) (8§25} (48 33C
¢. Debt Compaonent (Line 8¢ x 0.001325847) (¢) $0 50 $0 £ 3] |84 185, 54
8. Tolal Return Requirernents (Line 7b + 7¢} $C 30 30 57 328
9. Tosl Retun Requiremants from most recent Projactions 50 so $0 50 0 A s
10, Difecence (Line 8 - Lina 3) 30 0 30 {37) {329 (358 [394)

{8) The menihiy Equity Component reflacts an 11% retun on equity.

{v) Requirernent for the payment of Income taxes is calculated using a Federal (ncome Tax rats of 35% and a state income tax rate of 5.5%.

{2)1n erdarto gross up the equlty companent for taxes a manthly rate of 0.007438034 (Equity) and 0.001325847 (Dwebt). results in the annval pre-tax rate of 1 1.04%
{d) Cther Adustment represants the book tax expense deduction related to the debt component of the carmying charge calcuiated on AE-2, line 5¢.

Nate: )
P Excluslon: Inthe 52008 filing, FPL calculated the production perlod of a unit of tangible property to begin on the first date by which the taxpayer's

acimulstad production axpenditures, Including planning and design expenditures, are at least S percent of the taxpayer's total estimated )
acamulated production expenditures for the unit of property. Afler careful analysis of Internal Revenua Code §283A(f) and Treasury Regulation
41 263512, FPL determined that Turkey Paint 6 & 7 project qualifies ss real property. Reat property Is subject to capitefization of CPlonce
physical construction begins. Site Selaction casts are not desmed to bs physical censtruction activities, as such, CPI

sheouid not have been calculatad for these costs,

“otl Impect & Revanue Requirements line 8 dus to CPI Exclusion;

SiteSdecim 372008 fillng  Adjusted Difference -
- Decrease
2007 Site Selection (Schedule AE-34, Line 8) nt {94} (331}
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[ PO
Turkey Point Unita 47 [Swection (5){cH.b.}
Site Selaction Costs and Carrying Coste on Bite Selaction Coxt Balance Section (8)d
Scheduls AE-8 {AclualEstimated) Actual & Estimated Fillng: Monu\ix Expanditures : e
FLORIDA PUBLIC SERVICE COMMISSION EXPLANATION: Provide the monihly dliures by major inaks perf
: within Biie Selection categaries for Ihe o;'rr-nl yoar. ;
COMPANY: FLORICA POWER & LIGHT COMPANY Al Site Salection costs also inoluded In Pra-Construction costa must be idsntified, For the Year Ended 1 2734/2008
DOCKET NO.: 080008-£} Witnesa: Kim Ousdshl snd Stsven D, Sorogge
[ B {C) .o {E) l [ig] @) [ [0] 1 [ L} [

Lina Actus! Adtual Actusl Actusl Acluat Aglun Actual Actual Ackyut Actugl Aclusl Aclual 12 Month
No. Ouseription —_ January Fedbruary March _Apdl May Juna Juiy Augusi September Getabar Novembar December Telal

1 ERe Selvotion: .

2 Projedt Slafng 4,039 11,900 24,022 33,025 40,521 L) 41,210 /. TTd 59,877 441,878
3 Erginaering 1581 00,247 220,093 214,840 217425 589,078 481,087 278,947 2077558
4 Ervironmanul Sarvices 40 40 49,088 24,307 113,473
5 Legal Servions 1.030 3870 14,907 (425) 22,482
] Tolal Sits Selaction Coms; - - . 4,03 27,471 114,219 254827 232 431 08,145 874,804 831,824 380,708 2,858,188
? Jurisdielionsl Factor 0.6958009 0.9958008 29983099 0,9958001 0.p958080 09953089 0.863580499 0.0858098 0.9958099 00058009
) Total Jurisdiclional S#s Setection Costs - : - 402 27,388 113,800 PLEN ] 281,248 364 182 472,036 828577 350,195 2,845,058

(a) Tha coate aseoclatsd with aite salaction coals for the Turkey Point Unita 847 project were Inchuded in Account 183, Prafiminary Survey and investigelion CRarges for the oence

Apdl 2008 through October 2007, In October 2007, thase costa ware tranafemed to Construction Work In Progtess, Account 107
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