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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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OBJECTIVES AND PROCEDURES:
Obijective: 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 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
o source documentation.

For payroll, we also obtained all 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 documentation 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.



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. [n 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 informational purposes only.

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



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. 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 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 should be charged to the utility at the lower of cost or market. The
rate of TSSD, an outside contractor, was an hour. The rates of FPLE employees

with overhead and excluding travel ranged fromJiilii 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 ié for informational purposes only.

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



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 wili 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.



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 310,000.00 251,912.43 58,087.57
Shaw, Stone & Webster PTN 580,000.00 515,348.26 74,651.74
Shaw, Stone & Webster PSL 590,000.00 540,944.56 49,055.44
1,490,000.00 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.




AUDIT FINDING NO. 56

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 to date together with a relatively more troublesome operating lifefime
condition history, replace the PSL Unit 2 MT’s (Main Transformer) with new units. This pfan 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 time 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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$8t. Lucie and Turkey Point Uprate Project

Retall Revenue Requirements Summary
Schedule T-1 {True-up)

[Section {5)Kc)i.a.]

FLORIDA PUBLIC SERVICE COMMISSION EXPLANATION: Provide the calculation of the actual true-up of

. _ total retall revenue requirements based on actual expenditures
COMPANY: Florida Power & Light Company . for the current year and the previously fled expenditures For the Year Ended 12/31/2007
for such current year.
DOCKET NO.: 08 -El
) ®) <) (D) © |G} 5)
tina Actual Actual Actual Actual Actual Actual 6 Month
No. Janvary  February March Agril May June Total
Jurisdictional Doltars
1. Preconstruction Revenue Requirements {Schedule T-2, line 7) s0 50 so so 0 $0 $o
2. Construction Carrying Cost Revenue Requitements (Schedule T-3, line 7} $0 %0 S0 30 50 50 0
3. Recoverable O&M Revenue Requirements {Schedule T-4, line 14) $0 0 s0 $0 $0 0 $0
4. DTA Carrying Cost (Schedule T-3A, line 9) $0 30 $0 $0 $0 $0 $0
5. Other Adjustments $0 $0 50 %0 so 0 s0
6. Tolal Perlod Revenue Requirements (Lines 1 though 5) $0 $0 $0 $0 $0 $0 $0
7. Total Return Requirements from most recent Projections $0 0 w0 $0
8. Difference (Line 6 - Lina 7)

Note 1: The costs associated with the uprate project were included In Account 183, Preliminary Survey and Investigation Charges for the period
Juty 2007 through December 2007. On January 7, 2008, the Commission issued Order No. PSG-08-0021-FOF-El approving FPL's need

determination 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

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

these costs were transfemred 1o Construction Work in Progreas account 107. Therefore no carnrying charges are reflected in 2007 for recovery.
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5t. Lucie and Turkey Point Uprate Project
Retai! Revenue Requirements Summary
Schedule T-1 {True-up) [Section (5}c)1.a.}

FLORIDA PUBLIC SERVICE COMMISSION EXPLANATION: Provide the calculation of the actual true-up of

total retait revenue requirements based on actual expenditures

for the current yaar and the previously fied expenditures For tve Year Ended 12/31/2007
for such current year.

COMPANY: Florida Power & Light Company

DOCKET NO.:08___ - _-El

{1 o 1) K} Ly ) )
Line Actual Actual Actual Actual Actual Actual 12 Month
Na. July August  September  October November December  Total

Jurisdictional Dollars

1. Preconstruction Revenue Requirements (Schedule T-2, line 7) $0 $0 $o0 30 $0
2. Construction Carrying Cost Revenue Requirements (Schedule T-3, line 7) s0 30 50 L] so
3. Recoverable O&M Revenue Requirements (Schedule T-4, line 14) 50 $0 $0 50 $¢ 30 $0
4. DTA Carrying Cost (Schadule T-3A, line 9} 80 50 30 50 50 $0
5. Other Adjustments so %0 50 0 %0 $0
6. Total Period Revenug Requirements (Lines 1 though 5) 0 - $0 $0 $0 30 7 $0 $0
7. Totat Retum Requirements from most recent Projections 50 so0 $0 50 $0
8. Difference {Line 6 - Line 7} $0 50 $0 $0

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 December 2007. On January T, 2008, the Commission issuad Order No. PSC-08-0021-FOF-El approving FPL's need

determination for the uprates. in that Order the Comrmission determined that Rule No. 26-6.0423, F.A.C. Is applicable to the costs of the
expansion of the Turkey Point and S1. Lucie Nuctear Power Plants (uprate project). As a result of the issuanca of this Order, in January 2008

these costs were transfermed to Construction Work in Progress account 107, Therefore no camying charges are reflected in 2007 for recovery.
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8L Lucie and Turkey Polnt Upeate Project
Expenditures

Monthiy
Scheduls T-8 (Trua-up) [smﬁﬂﬂm gr(?);.l
FLORDA PUBLIC SERVICE COMMSSION EXPLANATION: Provide the actosl rbnihly dilures by mmior tasks d
COMPANY: Fiarita Power ‘within Sia ction, P -
ANY: Forila Prsr & Light Compny for the prior yeae. . Forthe Year Ended 12/3122007
DOCKET NO.; 08 -©
A []] ©) []] 3] ) IG} tH) ] [ K} [Y] (M}
Actual Actual Actusl Achal Actusl Ackual Actust Aclal Actual Achsal Actuat 12 Month
L Jawory  Febnmey ot At Mey | dwe oy Awuel  Seplenber  Ocober  Nowmber  December ol
1
2
: Lcense w:-h- 183,348 50487 68,528 25.288 22,438 21,083 357,180
5 pmn " " 981 8,081 5,861,467 5,700,526
& Prolect Mansgsment 872 5982 1,662 72,492 273 8T 156,485
H Clearing. Grading and Excavation 75834 84,003 €8.120 122,801 227,008 5n.fza
B On-She Consiruction Faciliea '
2 Power Block Ermineoring, Procursment. o,
0 Hon-Powes Block Enghneering, P . 3247 1,203,048 425,811 1.331,?4
L Total Generstion Cosls - = - . " - TR TR
12 Particioants Crefite PSL Unk 2 EL 126978 159411 90317 1.420.558 6,548,804 8524 518
" oA 12.983) zuee  ssn 9 GRAN (B33 (1A4aSy)
i4.285) 184 (5,143) (2836} [57.048) 136 421) (208,891)
15 Totsl Partichants cradis - - M . = T (T248) J!._M 547} {8.700) (4.758) (96452 ‘IE! 75%) (534
:: Totsl Coats net of participants credits - - B B - - 158,100 21831 1s7H 4510 1IIZ08 8418145 3271172
1
b Hudsgichional Factor 0895265 C.OP5E265 O, o o o
n
g; Totat Juriedictional Generation Cocts - B B - B B 155,448 121,123 150,082 o124 1,320,507 6,389,367 [FEXT
23 _Tramsmission:
24 Line Engineering -
L] Substafion Engineering . .
Clearing
28 .
w Other -
kL] Tota Trangmigsion Costs. - - - - - - - Py - N - - N
r:
n Jurisdictional Facanr
kL]
Erj Totat setiditionsl Transmission Costs - - - - - - - - - - - - -
E:]
E'] Tokel Jursdicsinat Prefminary Survey & - - . . - - 155 348 1213 150, (TR 1,378 5G7 8,304 367 [P
35
3 Congiruction;
37 _Geospion:
] Real Estale Acquisiions .
3m Project Managermant -
w
i Sie Preparston -
42 Construction Facibies :
43 Power Block Enainesring, Procurament. etc. :
4 Block Enginesring, Procuremand, etc. — - =
45 Total Gebetaton - - - . . - - - - -
48
& Juradiclonah Facior
u - - -
48 Total Suxistictonal Gemaration Costs - - - - - - - - M -
50
51 A
52 Line Engingering :
53 Substafion Engineering R
34 Real Evtnie Acqiislion .
3 Line Conwirpction .
56 Substation Construction .
57 Onhier - - - - - = -
E] Total Trensmission Corts - - - M -
58
L] Jurisdiciona Facior
81 - — - - -
2 Fotat Jorsdicional Transmission Cote - B - A - T " .
b + - . - -
L] Totat Juriadiclional Corstructon Costs - . . - - _ - .

Note 1: The costs associated with the uprate project were included in Actount 183, Prefminary Survey and investigation Charges for the period
July 2007 through Decemiter 2007. On Jamsary T, 2000, tha Commission issued Onler No. PSC-U30021-FOF-E) approving FPL's meed
detarreination for e uneates. I That Oer e Commnsion deternmined that Rule No. 23-8.0423, FA.C. & sppiicabls & the costs of the

wxxansion of the Turkey Point and St Lucie Nuclear Power Piants (uprite project). As 2 resull of the ssusnce of this Order, in January 2008

Mhese CoSts wers transfemed i Construciion Work In Progress account 107. Tharsfore no carying charias sre reflecied In 2007 for recovery.
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