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AUDIT FINDING NO. 2 

SUBJECT: AFFILIATE OVERHEAD 

STATEMENT OF FACTS: Florida Power and Light 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, 
-of salary and overhead was charged to the site selection work order and 
-to the pre-construction work order. FPLE charged - 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 

The non-productive rate consists of m 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 - 
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. 

- 
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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 to 

The signing bonuses in 2007 were: 

Amount Position 

FPL has reversed t h e m  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. 
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Questions on Sample 

Item Questlon 

I- 
N 

Response 
25 What is this for? Looks like PSU. If TPN, do you have a 

contract? 

I -- 
These are support costs for initial soil borings at PT 
for site selection. There is no contract in place for 
the PTN project; supplemental staff based at PSL 
was used in the interim. 

27, 72 B 
27,72 C 

26,113 1 1  
27 72 A lFor this and ail n v o i m  for this vendor, provide an Wragg 8 Casas Public Relatlons Inc. PO 

support. 
Wragg 8 Casas memorandum details attached 
Letter dated June 20,2007 attached 
Mailing to more than 100,OCQ homes and businesse 

Explain the different categwies on the bills. 
Provide any mailings they sent out that they did and who 
ths tamet audience was. 

(engagement letter or contract. 

I 

lwithin 10 mile radius OfTurkey Point. 

4500325802 attached. This purchase order is used 
for the Glades coal project and general media 

27, 72 D Provide copies of the media done. Letter dated June 20,2007, New Nudear Generatio 
brochure, Creating an Option for the Future 

lfact sheetattached 

PowerPoint presentation, New Nuclear Generation 
fact sheet. and NE1 Nudear Energy and Seismoiog) 

Nho did the letter go to? Provide copy of letter. 
I 

Letter dated June 20,2007 attached 
Mailina to more than 100,000 homes and businesse 

190 attache0 . __ 
34 lProvide Invoice that was transferred 

111 more than 4 Dmv de l,st an0 I WI I se ect the ones to set IN/A 
iuay 8 Zimmermann NPS Inv 91142906 attacned 

IwithiniO mile radius Of Turkey Point. 

73 

attached 
If more than 4, provide list and I will select the ones to get. Five (5) relocation invoices for Steven SCmggS 

attached 
Need engagement letter. Invoice is for Jorge Lopez, the lead attomey hired to 

present FPCs public hearing application for zoning 
approval to the Board of County Commlssioners in 
Miami-Dade county. Lopez led a team of consultant 
which included The Curtis Group and Bercow 8 
Radeii, also working on the application. 

Icontract request. I 
/Please provide. 
/Provide Invoice that was transferred. 

lThe Curtis Omup PO 100074 attached 
]Five (5) relocaCion invoices for Steven Scmggs 70 

1 



meations on Sample 

Queatlon Hem 
74 
78 

77 

Need en a emant letter. 
H~~ &:07.68, per kdger$e53,B29.t4. Whet 1s the 
dinerenca? 
~ e e d  auud aimtetlon with source. 

RerpOnSe 
Nils J Dim engagement bHel Ebched 
SAP Dowment S u B e n  printmched; difference 
attributed lo sales tax 
 ensi ion. Welfare, Taxes B Insurance Rate -TOTAL 
(intemal) ~ e t e  Sheet attached ;system generated 

workers' Canpensslim WCIP) rate 
- Load Base Paymli multiplied by the 

8 Medicare (FICA) taxes for Stsven 
Scroggs and Robat Regan 

88 pension, welfare, Taxes 8 InsumncB Rate - TOTAL 
(IntemaO Rete Sheet abched ;System generatwd 
calwlatm - Load 8- Paymll multiplied by the 

Need actual calwlanon wlUl8ourcB. 

9 , Social Security 8 Median, (FICA)  rat^ 

92 who WBS transferred? PmWe m i n a i  entry. D W O ~  oil.hme.8 p a y d l  Charges lransfemd to thl 
in Decembet 2w7;dginal entry provided 18s 

5 digits on detailed report HR meen print linking 
ssu from me entry to the employee's name 

93 

94 

wha was transferred? Pmvide original entv. Engineering Supervisor sign on bonus I"d to 
the pmied In December ZWX HR screen print 
attached 
Umae Direclo( sign ~1 bonus lransfamd to the 
pmJed in November 2007: HR Screen print attached 

wha was bansfetred? Pmvide original enW. 
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Florida Power& Light Company, P.O. Boa D291D0, flliami. FL 33102-9100 

June 20,2007 

Dear Neighbor: 

Florida's demand for eledcity is gowing- more people m moving to &e siate ddy, and the swage household is Using 
more electricity than ever before. FPL knows thai we must meet your need for reliable elemic service today and tomorrow, 
and we would like to keep you informed of our plans. 

We are committed to helping our customers use energy more wisely. In fa% customers parlicipathg in our enmgy efficiency prom 
have conserved enough electricity to defer building 11 new power p b .  We anticipate meeting about 25 percent 
of the future elecaicity needs of om cwtnmms through continued conservation &om over the next ten years 

But energy eEsciency alonemi notoaet total electricity demand, so we also muSt build additional power plants. We are 
seeking ways to generate electricity so we are not ovedy dependent upon any single source of fueL This balm& approach 
wdl heip ensure stable prices and B sustaiaable, reliablesupply of fuel in power our plank 

FPL bas ideatifid s w d  ways to achieve these goals: 
Rmmabks: We seek to increase our use of mewable powex, suoh 8s wind and solar, paaioulaly as the 
technology fix harnessing these resources bemmes more feasible in this state. Io kc% we have just issued 
a request-for-proposal to finther this mission. 
Natnnl gas: We've begun ccustmction of a new nabnal gas power plant in Palm B d  Comty. 
NnrIerr. Nuclear energy is a c lw ,  safe and reliable form of power, so we are takkg inifial steps to crate 
theoption to addanothmnnclearpowerplaottoourFloridafleet. 

t 

We have not finalized the dccision on a looation for this potential new nuclear plant and, in fact, are years away h m  making 
afinal decision to pmue additional unclear genenuion. However, as part of om evaluation of several pohtial sites, our 
existing Turkey Point site, east of Florida City, was identified as a possible location. We have recently filed an application 
wjih Miami-Dade County for the land use approvals that would qualify ?he Site for a potential additional rmclear facilii. 
Thisapplication isanwssarysrepinaseriffofdetai1edreviewstodeter"eifweshouldpmceedwithanewnuclear 
power plant and ifTmkey Point is the best location. 

For nearly 35 years, we have been opaatiug two nuclear units al Turkey Point &eIy, eEcimtly and m harmonywith our 
neighbors. We remain m d t t e d  to serving your electricity needs and keeping you infamed about our plans in a MTiety ofways 

Seethe eaclosed brochure about ourpotential newnudear plant orvisit ourwehsite, wwwful.com, and SdectNuclear Power 
Saves You.Pleme mntaotme at305-552-2514ifyou have any questions or comments. 

R a m m F m  
Ertemal AfFaLs Manager 
Florida Power & Light Company 

an WLGroup company 
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NEW NUCLEAR GENERATION 
Fact Sheet 

Pursuing a Powerful Option for the Future: 
In early 2006, FPL notified the Nuclear Regulatory Commission of its intent to submit a 
combined Construction and Operating License Application (COLA) as an initial step in 
pursuing the option to build a new nuclear power plant in Florida. FPL took this initial 
exploratory step to begin evaluating the issues related to expanding the use of nuclear 
technology to meet the needs of our customers. The development of the application and the 
subsequent detailed review and approval process may take up to six years, which is why it is 
important to begin this process now. If federal, state and local approvals are obtained, the 
COLA would allow FPL the flexibility to determine when to add new nuclear technology to the 
company's portfolio but does not obligate the company to build a new nuclear unit. 

New nuclear power resources would help a diverse mix of fuels and generation technology 
types in the company's generation portfolio. Fuel and technology diversity are important tools 
to maintain electric supply reliability and cost stability for customers. 

Many important technical, environmental and economic issues must be evaluated before FPL 
could commit to a constructing a new nuclear facility. If we don't begin now, however, FPL 
may not be able to provide new nuclear generation in the future when it's most needed. 

Part of the process of evaluating new nuclear generation includes identifying a potential site. 
After a detailed analysis of more than a dozen sites, FPL selected its existing Turkey Point 
site as a potential location for additional nuclear generation capacity. 

Meeting a Growing Need: 
With more than 4.4 million customers in 35 counties throughout the state, FPL's service area 
consists of some of the fastest-growing communities in the nation. Over the next decade, 
FPL is projecting an average increase of approximately 85,000 new customer accounts each 
year. Larger homes and a more extensive use of electronic devices also add to the growing 
demand for power. Residential customers now use about 30% more electricity per household 
than they did 20 years ago. Between 201 1 and 2020, FPL will need to increase its electrical 
generation capacity by nearly 33 percent to meet projected growth in demand for electricity. 

Energy conservation also plays an important role. FPL customers have helped defer the need 
for 11 power plants during the past two decades and our nationally recognized energy 
efficiency programs will offset about 26% of expected demand growth through 2015. Even so, 
energy conservation alone will not be enough to meet Florida's rapidly growing energy 
appetite. 

FF'SC Data Request 12 Confidential fJf 



New Nuclear Generation 
Fact Sheet 

To meet this growing demand while ensuring electric reliability and helping to stabilize fuel 
costs for our customers, FPL must add new electric generation capacity from diverse fuel 
sources. This includes enhancing our award-winning conservation programs and 
investigating new technologies from renewable sources and conventional sources, including 
new nuclear generation. 

Approval Process: 
As part of the process of pursuing the option to add new nuclear generation capacity, FPL is 
planning to file a Determination of Need petition with the Florida Public Service Commission 
by the end of the third quarter for two additional nuclear generating units at FPL's existing 
Turkey Point power plant site that could begin serving customers in 2018 and 2020. In 
addition, FPL filed an application in June 2007 with Miami-Dade County for land use 
approvals that would qualify the site for a potential additional nuclear facility. 

FPL also must file a Site Certification Application with the Department of Environmental 
Protection. This process involves state and local governments and agencies in the review of 
issues related to the project. 

Along with the development of the Site Certification Application, FPL will be developing a 
combined Construction and Operating License Application (COLA) to the Nuclear Regulatory 
Commission (NRC). Development and review of the application could take up to six years. If 
the license is granted and other state and local approvals are met, FPL would have the option 
to add new nuclear power generation at Turkey Point. 

Another step will be to select a technology design for a new facility. In its evaluation process, 
FPL has been reviewing several new nuclear generation technologies for potential additional 
new nuclear generation at Turkey Point. 

Since the approval and construction process is lengthy, the project will be evaluated on a 
yearly basis providing the Public Service Commission and our customers with assurances 
that it is prudent to continue. If at some point it is determined that the project is not in the best 
interest of customers, it can be terminated, modified or postponed. Only the project costs up 
to that time would be subject to recovery by the company. 

Benefits of Fuel Diversity: 
Increasing the level of nuclear power production in the energy supply mix is consistent with 
the policy directions of the Governor, Florida Legislature and the Florida Public Service 
Commission to provide for greater fuel diversity without greenhouse gas emissions. 

FPL currently operates four nuclear units in Florida, two at its St. Lucie plant and two at 
Turkey Point. Nuclear power has played an important role in FPL's energy mix for more than 
three decades, providing a safe, clean and reliable source of electricity. Currently, nuclear 
power provides 20 percent of the electricity for FPL's customers. 

However, most electric power plants built during the past two decades, both in Florida and 
elsewhere in the nation, rely on natural gas, increasing the share of electric energy provided 
from this fuel source. These plants offer relatively clean, cost effective and efficient ways to 

L 
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New Nuclear Generation 
Fact Sheet 

convert natural gas to electricity. Our natural gas is delivered to Florida through long 
pipelines that originate at collection points fed by rigs in the Gulf of Mexico. As the hurricane 
seasons of 2004 and 2005 have shown, natural gas supplies to Florida can be vulnerable to 
interruptions and reductions in supply. Additionally, natural gas and oil prices have risen 
dramatically in recent years and fluctuate significantly throughout the year. Maintaining fuel 
diversity in our generation system helps to protect the electric system from the effects of 
supply disruptions and lessens the impact of rising and volatile prices in any particular fuel. 

FPL's balanced plan for the future includes pursuing the option to increase its nuclear 
generation capacity. 

Potential Site: 
FPL's 11,000-acre Turkey Point Site is located in southern Miami-Dade County, about 25 
miles south of Miami. 
Building a potential new generating facility here makes use of an existing power plant site 
and minimizes the impact on the environment. 
Existing facilities such as transmission lines, electric substations, water sources, roads 
and buitdings are located here. 
New nuclear generation here balances electric demand and strengthens reliability in 
South Florida. 

Plant Design: 
The designs under consideration for the potential new facility will incorporate several 
significant advancements as compared to the current fleet of nuclear plants. Some key 
features of third-generation nuclear power plants are: 

Standardized designs for each type to expedite licensing and reduce costs and 
construction time; 
Simpler designs with improved safety features; 
Higher availability and longer operating life; 
Minimal effect on the environment; and 
More efficiencies in fuel consumption resulting in lower fuel costs. 

Environmental Advantages: 
Nuclear power plants are one of the cleanest sources of electricity as they produce no 
greenhouse gas emissions. FPL projects that its additional nuclear power projects, including 
additional capacity from its existing nuclear units, will keep an estimated 11 million tons of 
carbon dioxide out of Florida's skies every year. 

Additionally, thousands of acres within the Turkey Point property are and would continue to 
be maintained as a habitat for unique plant species and endangered or threatened birds and 
animals. 

- The closed-system cooling canals actually provide a safe haven for the endangered 
American Crocodile. This species has thrived in the cooling canal habitat, and FPL is 
committed to continuing the protection of the species. 
FPL also has established the Florida Everglades Mitigation Bank adjacent to the plant 
site, where nearly 13,500 acres of wetlands are being returned to their natural, 

3 
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New Nuclear Generation 
Fact Sheet 

historical condition. This area is home to at least 38 species of wildlife, including 12 
endangered species. 

Safety and Security: 
Nuclear power is a safe and proven technology that currently provides about 20 percent of 
the electricity for FPL's 4.4 million customer accounts in Florida. Safety is the top priority for 
FPL's nuclear fleet. 

Two nuclear generating units have been operating at Turkey Point for more than 30 
years with a proven record of protecting public health and safety. 
The commercial nuclear power industry throughout the United States has an excellent 
public safety record. 
The Nuclear Regulatory Commission sets rigid standards for safety, conducts on-site 
inspections daily, and requires rigorous and continuous training of personnel. 
Nuclear power plants are designed to withstand severe impacts from natural disasters 
such as hurricanes, fires, earthquakes and tornadoes. Turkey Point's existing nuclear 
generating units withstood a direct hit from Category 5 Hurricane Andrew in 1992. 
Extensive programs ensure public health and safety is protected through plant design, 
experienced and well-trained employees, a comprehensive emergency plan and a 
strong security program. 
Our security plans have always been designed to counter the threat of terrorist attacks 
and, since 9/11, security has been even further enhanced. 

-Economic Benefits: I 
The existing two nuclear units at Turkey Point employ approximately 800 personnel. Through 
payroll, property taxes and local service contracts and purchases, Turkey Point currently 
contributes millions of dollars into the local economy every year. 

The Miami-Dade area would realize significant benefits from an additional nuclear facility at 
the Turkey Point site, including: 

Thousands of construction jobs as well as hundreds of permanent, high-wage jobs to 
support operation of the plant. 
A substantial economic stimulus for the community during construction and operation 
in the purchases of millions of dollars in goods and services. 
Enhanced electric reliability and availability for this area, providing for South Florida's 
dynamic growth potential and energy independence. 
Continued community involvement by our employees and their families in activities 
ranging from United Way to Little Leagues. 

4 
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Nuclear Energy and Seismology 

Nuclear Plants Designed and Constructed to 
Withstand Earthquakes 

July 20,2007 

Nuclear power plant design and construction 
ensure the plants can withstand powerful 
earthquakes. Plant designs include a detailed 
evaluation of potential earthquake-induced 
ground motion at the site. This is followed by 
thorough analysis and testing of the plant 
sbactures, systems and equipment, using 
simulated earthquake-induced vibrations. If an 
earthquake above a specified level affects a plant, 
it must perform extensive inspections before a 
company can restart a reactor. 

Plants Designs Based on Maximum projected 
Seismic Event 
Every U.S. nuclear power plant is designed to 
withstand an earthquake equal to the plant’s 
maximum projected seismic event without any 
release of radioactive materials. U.S. reactors 
must be designed such that they can safely shut 
down during any earthquake within this range. 
Plant operators will shut down the reactor even 
if the seismic event is well within levels the 
design can accommodate. Operators then 
perform extensive inspections prior to restarting 
the plant. If an earthquake exceeds the 
maximum level for which a plant is designed, it 
is not permitted to restart without Nuclear 
Regulatory Commission approval, following 
extensive inspections to determine if it has 
sustained any damage. 

Each plant has seismic instrumentation to record 
earthquake-induced motions at the site. The 
recordings are used to evaluate the level of 
earthquake vibrations at the plant and determine 
if the plant is required to shut down. Physical 
inspections supplement the recordings to 

1776 I STREET, NW SUITE 400 WASHINGTON. DC 20006-3708 

evaluate the impact of an earthquake at the site 
and the condition of the plant structures, systems 
and equipment. In the event of an earthquake, 
employees will analyze the recordings and the 
inspection results before restarting the reactor. 

Extensive Calculations Used 
Engineers and scientists calculate the potential 
for earthquake-induced ground motion for a site 
using a wide range of data and review the 
impacts of historical earthquakes up to 200 
miles. Those within 25 miles are studied in great 
detail. They use this research to determine the 
maximum potential earthquake that could affect 
the site. Each reactor is built to withstand the 
respective strongest earthquake. 

Experts identify the potential ground motion for 
a given site by studying various soil 
characteristics directly under the plant. For 
example, a site that features clay over bedrock 
will respond differently during an earthquake 
than a hard-rock site. Taking all of these factors 
into account, experts determine the maximum 
ground motion the plant must be designed to 
withstand. As a result, the design requirements 
for resisting ground motion are greater than 
indicated by historical records for that site. 

Plant designers depend on these precise 
measurements of ground motion rather than 
other measures like the Richter magnitude scale, 
which assigns a single number indicative of an 
earthquake’s total seismic energy. 

Confidential FPSC Data Request 12 



Nuclear plant seismic design is performed in 
accordance with national codes and standards 
and NRC regulations. Compliance with these 
standards and regulations ensures there is a 
substantial safety margin with respect to 
earthquakes for the life of the plant. The codes 
and standards in place come &om a variety of 
organizations, including: 

. American Nuclear Society 
American Society of Civil Engineers 
American Society of Mechanical Engineers 

9 Institute of Electrical and Electronics 
Engineers 

* American Concrete Institute 
American Institute of Steel Construction. 

Designed for Strength 
Nuclear power plants are designed to withstand 
earthquake-induced ground motions, focusing on 
those systems and components most important 
to safety. These include critical buildings and 
systems involved in safely shutting down the 
plant and keeping it secured. Non-critical 
buildings, such as office buildings, are designed 
with safety factors closer to typical commercial 
facilities. 

Plant designers include safety factors well 
beyond those used in commercial construction 
practices in determining how the structure will 
respond to earthquakes. They also consider the 
stress limits of the materials. The foundations 
and supporting soils and rocks are evaluated to 
ensure they can withstand the earthquake 
vibrations and adequately support the buildings. 

Plant mechanical and electrical systems that 
have safety functions likewise are designed with 
substantial safety margins to withstand 
earthquakes. The evaluation of systems and 
equipment uses state-of-the-art analytical 
methods, as well as earthquake simulation 
testing, to demonstrate that the systems and 
equipment will function properly during and 
after an earthquake. 

For more information, visit www.nei.org. 
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FPLNUCLEAR 
Turkey Point 6 & 7 

Ikkt 080009-El Audit 08-087-4-1 
TIEW 1/07 

Title: ?-& h - 0  
~ __ __ .- 

florida Power & Light Company 
Pension, Welfare, Taxes & Insurance Rate 
For the Past 3 Years Ended December2008 

"TOTAL" (Internal) Rate 

[Code lDescription . 2008 2007 2W6 

Penslan &Welfare 
FPW Funded Pension R Webre 
UPW Unhinded Pension LL Welfaro 

Total P R W 

& Med'care (FICA) 

TotalT81 . - .  

)Total PWll Rdk 
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rrLriuLu%n 
Tukey Point 6 & 7 

DcktO8000!3-EI Audit 08-08741 
"E 12/31/07 

n O R I D A  POWER AND LIGE'I CO. 
ANALYSIS OF AFFILIATE COSTS 
TEST YEAR ENDED DECEMBER 31,2007 
KATWLWELCB 
JULY 23,2008 
WORKPAPER 49 P. 1 

Title: 
1-T >"v.T"'", 

We obtained all charges from FPLE from the ledger (49 p 4 .and 3). We also obtained the 
position descriptions for the employees (wp 49-1). Most were attomeys and one yzw a0 
enginen. FPL provided the hours spent on the project and their pay rates. We multiplied the 
hours by the highest rate as a reasonableness te9t (wp 49 p. 2). Wethen added the overhead 
that waS tested io the uprate audit (wp 49-2). The total rates were wmpared to legal bills 
obtained in the sample for outsidevendors., AEiIiateS an required to &xge FPL the lower of 
cost or market. The rates appear to be lower th$n paid for outside attomeys 

The reasDnablencss test had a difference of $6,296.58 more than the ledger which was Expected 
because we used the bighest rates.. 
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