ONOY3A-ET
Il. AUDIT FINDINGS REDACTED
AUDIT FINDING NO. 1
SUBJECT: TERMINATION FEE

AUDIT ANALYSIS: FPL entered into a contractual agreement with -

Glades Power Park for the total cost of

As the result of the Commission’s rejection of
FPL's request for the construction of the coal-fired generation units, FPL terminated its'
contract wit

G Through

negotiations to reduce the fult termination fee, the following terms were agreed upon.

First, (il acreed to reduce the termination fee froﬁ

(decrease of $2,000,000) if FPL agreed to increase the contract price of th

#ﬁw $1,750,000 or an

actual decrease of $250,000. Second, agreed to adjust the cash flow of
C

payments fo esulting in an approximate $500,000 reduction in
Allowance for Fund Used During Construction (AFUDC Third
@ c<d to credit FPL
by December 31, 2012, if is selected as the winning bidder in future

competitive solicitation by any company in FPL Group Company, not just the utility.
R - iy voud receive (M

Even if an affiliate
CMP The settlement of the contract price for{jjil}yie'ded a saving benefit of $250,000;
COM however, it also posed an inconsistency of accounting methodology as based on the re-
negotiation, the termination fee would decrease the deferred loss and increase the
CTR o @ costs capitalized as a plant addition. This would result in a longer period of
ECR writing off the $1,750,000 since the plant addition is depreciated over a longer period
oL T than the deferred loss would be amortized.
OPC Although the negotiation was to transfer the $1,750,000 between projects, FPL
7 adjusted its books after the filing was made to follow Generally Accepted Accounting
RCA _L__. Principals and to only record the actual reduction of $250,000 to the Glades Power
SCR Project to account 182.3-Other Regulatory Assets. Therefore, the costs booked are
=" actually $34,287,477, which includes the reduction of $250,000.

SGA ___

SEC FPL will rely on the Commission authorization to determine whether the costs of the
- Glades Power Park project should be reduced and the new construction for{llillbe

OTH
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increased. if the Commission decides the $1,750,000 should be removed from the
deferred loss for the recovery of the Glades Power Park project Account 182.3 — Other
Regulatory Assets, then less cost would be amortized over a period of five years. If this
is done, the $1,750,000 would be an addition to the (S | ] ] ]l be depreciated
for a period of twenty-five years instead of five years if left in the deferred loss account.

The Commission must also take into consideration the effect of the $500,000 reduction
in Allowance for Funds Used During Construction (AFUDC) due to the change in
payments for( - s 2 resu't of this re-negotiation on the Gladesh
contract. The $500,000 reduction in AFUDC helps to mitigate the increase in costs if
the $1,750,000 is increased idsmce this is a result of the re-
negotiation, the Commission should determine if the Glades project shoulld receive any
benefit from the change in the payment schedule for an unrelated project?

In addition, the Commission needs to determine whether the future credit qu
hould reduce the deferred account or

costs. There is no guarantee that there will be any credits because

would have to win in a competitive bid process so any adjustment to the
account would probably occur after the decision is made on FPL’s recording of the loss.

EFFECT ON LEDGER: This finding is for informational purpose only.

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



AUDIT FINDING NO. 2

SUBJECT: PAYROLL AND RELOCATION COSTS

AUDIT ANALYSIS: Included in the $34.5 million of the Glades Power Park Project was
$1,858,346.29 of Florida Power & Light payroll and $126,314.83 of relocation costs for
the hiring of two new employees, Richard Blanchette and Thuy Le. The costs are as

follows:

Description

Payroll

Engineering/Construction - Power Plant
Engineering/Construction - Transmission

Site Certification/Permitting - Corp. Communications
Site Centification/Permitting - Environmental

Site Certification/Pemitting - Legal

Site Cerlification/Permitting - Other

Site Certification/Permitting -Transmission

Site Cerlification/Permitting - E&C Proj. Management
Site Certification/Permitting - Engineering Support

Total

Relocation - Richard Blanchette
Relocation - Richard Blanchette
Relocation - Richard Blanchette
Refocation - Richard Bianchette
Relocation - Thuy Le
Relocation - Thuy Le

Total

Vice President of Engineer Travel Expense

The primary vendor for the advanced technology
considered at the FGPP project are located in Japan.
The trip to Japan was taken by Vice-president of
Engineering & Construction to solicit competitive,
favorable equipment pricing for three major pieces of
equipment: the boiler, steam turbine & poliution controt

equipment.
Total

892,737.66
28,677.57

821,415.23

166,512,568
142,487.50

39,559.07
161,260.18
150,537.03
286,574.70

836,931.06

1,858,346.29

52,029.40
14,059.50

5,992.96
12,000.00
27,168.12
15,064.85

126,314.83

4,148.14

4,148.14

These employees were hired to work on the Glades Power Park Project, thus the
majority of the relocation costs were allocated to this particular project. Richard
Blanchette was the project construction director. Thuy Le was the project construction
Although the Glades Power Park Project did not materialize, these
employees are still on the company's payroll, which indicates that they are currently

manager.

6



working other construction projects. Therefore, all or part of the relocation costs should
be allocated to the project they are currently working on.

EFFECT ON LEDGER: This finding is for informational purpose only.

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



AUDIT FINDING NO. 3

SUBJECT: LEGAL SERVICES, LOBBYING, COMMUNITY OUTREACH, & PUBLIC
RELATION

AUDIT ANALYSIS: Florida Power & Light incurred legal services, lobbying, community
outreach, & public relation costs for the Glades Power Park Project.

Lobiying DD

TOTAL 7101567
Customer Survey D

TOTAL 41673.00
Outreach_w

TOTAL 57 649.43

Outreach & Community Coordinator - _
TOTAL 1,369,536.14

Copy of Educational Materials for Community Outreach
TOTAL 12,396.00

Legal Services - FPL ENERGY
TOTAL 194 435,00

EFFECT ON LEDGER: This finding is for informational purpose only.

EFFECT ON THE FILING: This finding is for informationat purpose only.
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APPENDIX A

FPL Glades Power Park
Project Cost Analysis
(in millions of dollars)

Land and Right of Way Option Payments 1.7
Site Certification and Permitting 7.6
Major Equipment Contracts
Turbine contracted termination cost 12.7
Air Quality Control System contracted termination cost 48
Subtotal Major Equipment Contracts 17.5
Preliminary Engineering and Project Management 5.3

Engineering, Procurement, Construction Contract
Contracted termination cost 2.4

Total Project Cost 34.5



I. AUDIT FINDINGS \ 4/ 3- 3/3 -

AUDIT FINDING NO. 1

SUBJECT: TERMINATION FEE

AUDIT ANALYSIS: FPL entered into a contractual agreement with

Glades Power Park for the total cost of

As the result of the Commission’s rejection of
FPL’s request for the construction of the coal-fired generation units, FPL terminated its
contract wit

(N T hrough

negotiations to reduce the full termination fee, the following terms were agreed upon.
First, () crecd to reduce the termination fee from ﬂ
(decrease of $2,000,000) if FPL agreed to increase the contract price of the

*w $1,750,000 or an
actual decrease of $250,000. Second, greed to adjust the cash flow of
payments for (GGG s  ting in an approximate $500,000 reduction in

Allowance for Fund Used During Construction (AFUDC) fo Third

@G- <<d o credit FP

by December 31, 2012, if is selected as the winning bidder in future

competitive solicitation by any company in FPL Group Company, not just the utility.
. - ity would roceive (I

Even if an affiliate
The settliement of the contract price for (i} yielded a saving benefit of $250,000;
however, it also posed an inconsistency of accounting methodology as based on the re-
negotiation, the termination fee would decrease the deferred loss and increase the
@ co:is capitalized as a plant addition. This would result in a longer period of
writing off the $1,750,000 since the plant addition is depreciated over a longer period
than the deferred loss would be amortized.

Although the negotiation was to transfer the $1,750,000 between projects, FPL
adjusted its books after the filing was made to follow Generally Accepted Accounting
Principals and to only record the actual reduction of $250,000 to the Glades Power
Project to account 182.3-Other Reguiatory Assets. Therefore, the costs booked are
actually $34,287,477, which includes the reduction of $250,000.

FPL will rely on the Commission authorization to determine whether the costs of the



increased. If the Commission decides the $1,750,000 should be removed from the
deferred loss for the recovery of the Glades Power Park project Account 182.3 — Other
Regulatory Assets, then less cost would be amortized over a period of five years. If this
is done, the $1,750,000 would be an addition to th nd be depreciated
for a period of twenty-five years instead of five years if left in the deferred loss account.

The Commission must also take into consideration the effect of the $500,000 reduction
in Allowance for Funds Used During Construction (AFUDC) due 1o the ¢

hange in
payments for the (S D=5 2 result of this re-negotiation on the Gladesi

contract. The $500,000 reduction in AFUDC helps to mitigate the increase in costs if
the $1,750,000 is increased in dSince this is a result of the re-

negotiation, the Commission should determine if the Glades project shoulld receive any
benefit from the change in the payment schedule for an unrelated project?

In addition, the Commission needs to determine whether the future credit of (|l

should reduce the deferred account or the

costs. There is no guarantee that there will be any credits because

would have to win in a competitive bid process so any adjustment to the
account would probably occur after the decision is made on FPL'’s recording of the loss.

EFFECT ON LEDGER: This finding is for informational purpose only.

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



AUDIT FINDING NO. 2

SUBJECT: PAYROLL AND RELOCATION COSTS

AUDIT ANALYSIS: Included in the $34.5 million of the Glades Power Park Project was

$1,858,346.29 of Florida Power &

the hiring of two new employees’s
follows:

ht payroll and

126.314.83 of relocation costs for

|
rgcnard Blanchette and Thuy Le. The costs are as

Description

Payroll

Engineering/Construction - Power Plant
Engineering/Construction - Transmission

892,737 66
28,677.57

Site Certification/Permitting - Corp. Communications
Site Certification/Pemmitting - Environmental

Site Certification/Permitting - Legal
Site Certification/Permitting - Other
Site Certification/Permitting -Transmission

Site Certification/Permitting - E&C Proj. Management
Site Certification/Permitting - Engineering Support

Total

_- Richard Blanchette
.- Richard Blanchette
.- Richard Blanchette
.- Richard Blanchette
_-ThuyLe
-Thuyle

Relocation
Relocation
Relocation
Relocation
Relocation
Relocation

Total

§21,415.23

168,512.68
142,487.50

39,559.07
151,260.18
150,537.03
286,574.70

Vice President of Engineer Trave! Expense
The primary vendor for the advanced technology
considered at the FGPP project are located in Japan.

The trip to Japan was taken by Vice-president of

Engineering & Construction to solict competitive,
favorable equipment pricing for three major pieces of
equipment: the bailer, steam turbine & pollution control

equipment.
Total

936,931.06

1,858,346.29

52,029.40
14,058.50

5,992.96
12,000.00
27,168.12
15,064.85

126,314.83

4,148.14

4,148.14

These employees were hired to work on the Glades Power Park Project, thus the

m?ioritv of the relocation costs were allocated to this particular project.

Richard

Blanchetteas the project construction director. 1MUY Lewas the project constriction

manaaqer

Althoiiah the Glades Pawer Park Praiect did nnt materialize  thece



working other construction projects. Therefore, all or part of the reiocation costs should
be allocated to the project they are currently working on.

EFFECT ON LEDGER: This finding is for informational purpose only.

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



AUDIT FINDING NO. 3\ 43~ 3/‘9 3

SUBJECT: LEGAL SERVICES, LOBBYING, COMMUNITY OUTREACH, & PUBLIC
RELATION

AUDIT ANALYSIS: Florida Power & Light incurred legal services, lobbying, community
outreach, & public relation costs for the Glades Power Park Project.

Lobbying

TOTAL 71,015.67
Customer Survey

TOTAL 41,673.00
Outrezch- QD

TOTAL 57,649.43

QOutreach & Community Coordinator
TOTAL 1,369,536.14

Copy of Educational Materials for Community Outreach
TOTAL 12,396.00

Legal Services - FPL ENERGY
TOTAL 194,435.00

EFFECT ON LEDGER: This finding is for informational purpose only.

EFFECT ON THE FILING: This finding is for informational purpose only.
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FLORIDA PUBLIC SERVICE COMMISSION
AUDIT DOCUMENT/RECORD REQUEST

NOTICE OF INTENT
TO: Bert Gonzalez UTILITY: Florida Power & Light
AUDIT MANAGER: Yen Neo PREPARED BY:
REQUEST NUMBER: 5 DATE OF REQUEST: September 10, 2007
REQUEST THAT THE FOLLOWING ITEMS BE PROVIDED BY: September 13, 2007
AUDIT PURPOSE Glades Power Park Project

REFERENCE RULE 25.22.006, F.A.C., THIS REQUEST IS MADE: O INCIDENT TO INQUIRY & OUTSIDE OF AN INQUIRY

ITEM DESCRIPTION:
Please provide support documentation for the following (see attachment):

DESCRIPTION CONHDEN“AL

1 Need job description and percentage of allocation of Glades Project for employe

2 Not provided.

3 Not provided.

4 Not provided.

5 Need job description and percentage of allocation of Glades Project for employe Veronica Swanson.
6 Not provided.

7 Not provided.

8 Not provided.

9 Need the deseription of the wark performed and name of employees that the payroll was charged to.

14 What does SCA stand for?

23 Description of work perform.

24 Description of work perform.

25 Job deseription & all invoices related to the allocation.

26 Haw was this amount traced to the {nvoice?

27 How was this amount traced to the invoice?

28 Need invoices & explanation of C&A.,

32 Description of the service provided and invoices.

33 Description of the service provided,

40 Need PO.

41 Need Ashley Pinnock's, Pamela Rauch's, & Alex Rubio's job descriptions & work performed for Glades Project, hourly rate..
42 Need the same information as item #41 for Pamela Rauch & Alex Rubio.

43 Need the same information as item #41 for Barbara J. Washington, Pamela Rauch, Charles S. Schulz, France B. Drainville, Alex

Rubio, Ashley F. Pinnock, William F. Brannen, Pamela A, Penta, Todd, 1. Lester.
50 Reconcile the doflar amount from the invoice to the sample item.

N /ZIL 200 F

TO : AUDIT MANAGER

THE REQUESTED RECORD OR DOCUMENTATION: 2%
@ e &t é'/"‘?I 2 L*L{I/IJ 3.5&
1) &7  HASBEENPROVIDED TODAY
2) o CANNOT BE PROVIDED BY THE REQUESFED DATE BUT WILL BE MADE AVAILABLE BY:

3) g~ ANDINMY OPINION, ITEMES)}2 T £.€, IS (ARE) PROPRIETARY AND CONFIDENTIAL BUSINESS INFORMATION AS
DEFINED IN 364.183,366.093, OR 367.156, F.S. TO MAINTAIN CONTINUED CONFIDENTIAL HANDLING OF THIS MATERIAL. THE
UTILITY OR OTHER PERSON MUST, WITHIN 21 DAYS AFTER THE AUDIT EXIT CONFERENCE, FILE A REQUEST FOR
CONFIDENTIAL CLASSIFICATION WITH THE DIVISION OF RECORDS AND REPORTING. REFER TO RULE 25-22.006, F A.C. OF

RECORDS AND REPORTING, REFER TO RULE 25-22.006, FA.C.
4) 0 THE ITEM WILL NOT BE PROVIDED. (SEE ATTACHED MEMORANDUM)

- /’V'
— /;,/

. -
o m\@gnature d title of respondent)

it e e,

Distribution: Original: Utility (for completion and return to Auditor)
Copy:  AuditFile



FLORIDA PUBLIC SERVICE COMMISSION
AUDIT DOCUMENT/RECORD REQUEST

NOTICE OF INTENT
TO: Bert Gonzalez UTILITY: Florida Power & Light
AUDIT MANAGER: Yen Ngo PREPARED BY:
REQUEST NUMBER: 5 DATE OF REQUEST: September 10, 2007
REQUEST THAT THE FOLLOWING ITEMS BE PROVIDED BY: September 13, 2007
AUDIT PURPOSE Glades Power Park Project
REFERENCE RULE 25.22.006, ¥.A.C,, THIS REQUEST IS MADE:; 0 INCIDENT TO INQUIRY [ OUTSIDE OF AN INQUIRY
ITEM DESCRIPTION:
Please provide support documentation for the following (see attachment): 2\-‘/& ’Yo,_g\k&vb 0 5
>§ 0
DESCRIPTION Q(p\i i & Al
Q=
1 Need job description and percentage of allocation of Glades Project for employee, C
2 Not provided. L/V
3 Not provided.
4 Not provided.
s Need job description and percentage of altocation of Glades Project for cmploycc-Vcronica Swanson,
6 Not provided.
7 Not provided.
8 Not provided.
9 Need the description of the work performed and name of employees that the payroll was charged to,

14 What does SCA stand for?

23 Description of work perform, r\ O

24 Description of work perform. LY NF’DENT{AL
25 Job description & all invoices related to the aHocation. ) '

26 How was this amount traced to the invoice?

27 How was this amount traced to the invoice?

28 Need invoices & explanation of C&A.

32 Description of the service provided and invoices.

33 Description of the service provided.

40 Need PO.
4] Necd Ashley Pinnock's, Pamela Rauch’s, & Alex Rubio’s job descriptions & work performed for Glades Project, hourly rate..

42 Need the same information as item #41 for Pamela Rauch & Alex Rubio.

43 Need the same information as item #41 for Barbara J. Washingtan, Pamela Rauch, Charles S. Schultz, France B. Drainville, Alex
Rubio, Astiley F. Pinnock, William F. Brannen, Pamela A, Penta, Todd, J. Lester.

50 Reconcile the dollar amount from the invoice to the sample item,

q-19-70J7F

TO : AUDIT MANAGER DATE:
THE REQUESTED RECORD OR DOCUMENTATION:

1 g/ HAS BEEN PROVIDED TODAY

2) o CANNOT BE PROVIDED BY THE REQUESTED DATE BUT WILL BE MADE AVAILABLE BY:

3) o AND IN MY OPINION, ITEM(S) __ IS (ARE) PROPRIETARY AND CONFIDENTIAL BUSINESS INFORMATION AS
DEFINED IN 364.183,366.093, OR 367.156,F.S. TO MAINTAIN CONTINUED CONFIDENTIAL HANDLING OF THIS MATERIAL. THE
UTIITY OR OTHER PERSON MUST, WITHIN 21 DAYS AFTER THE AUDIT EXIT CONFERENCE, FILE A REQUEST FOR
CONFIDENTIAL CLASSIFICATION WITH THE DIVISION OF RECORDS AND REPORTING. REFER TO RULE 25-22.006,F.A.C. OF
RECORDS AND REPORTING. REFER TO RULE 25-22.006, F.A.C.

4) o THE ITEM WILL NOT BE PROVIDED. (SEE ATTACHED MEMORANDUM)

%L___)(Signaturc and title of respondent)

Distnibution: Original: Utility (for completion and return to Auditor)

Copy:  Audit File (&
Q



FLORIDA PUBLIC SERVICE COMMISSION
AUDIT DOCUMENT/RECORD REQUEST

NOTICE OF INTENT
TO: Bert Gonzalez UTILITY: Florida Power & Light
AUDIT MANAGER: Yen Ngo PREPARED BY:
REQUEST NUMBER: 6 DATE OF REQUEST:  September 11, 2007
REQUEST THAT THE FOLLOWING ITEMS BE PROVIDED BY: September 17, 2007
AUDIT PURPOSE Glades Power Park Project

REFERENCE RULE 25.22.006, F.A.C., THIS REQUEST IS MADE: 0 INCIDENT TO INQUIRY [ OUTSIDE OF AN INQUIRY

ITEM DESCRIPTION:
Please provide support documentation for the following:

Item # DESCRIPTION
57 Job description & all invoices for the relocation cost.
58 Job description & all invoices for the relocation cost.
59 What was the legal ad for? Also, need copy of the ad. CO N F !D ENT' A L
69  Job description of Kathy Salvador & allocation (if applicable) L
79 Description of service provided.
86 Why was this amount credited twice?
87 Why was this amount credited twice?
89 What were the color copies for?
90 What were the collateral copies for?
92 What were the color copies for?
93 Explanation of trip to Japan.
94 What were the collateral copies for?
95 Provide_ invoice.

96 mvoice & allocation of $357,382.47.
97 ow support documentation when this amount was offset.

a%,q 6]
TO: AUDIT MANAGER -NY\”//DATE: 4-i9-700 2

THE REQUESTED RECORD OR DOCUMENTATION:

- g <7
1) @  HASBEENPROVIDED TODAY ExcepT | ITEMS 57 #63.
2) o CANNOT BE PROVIDED BY THE REQUESTAD DATE BUT WiLL BE MADE AVAILABLE BY:

3) o AND IN MY OPINION, ITEM(S)S 3, ‘G‘é’z 4. 4Y143 (ARE) PROPRIETARY AND CONFIDENTIAL BUSINESS INFORMATION AS
DEFINED [N 364.183, 366.093, OR 367.156, F.37TO MAINTAIN CONTINUED CONFIDENTIAL HANDLING OF THIS MATERIAL,
THE UTILITY OR OTHER PERSON MUST, WITHIN 21 DAYS AFTER THE AUDIT EXIT CONFERENCE, FILE A REQUEST FOR
CONFIDENTIAL CLASSIFICATION WITH THE DIVISION OF RECORDS AND REPORTING. REFER TO RULE 25-22.006, F.A.C. OF
RECORDS AND REPORTING. REFER TO RULE 25-22.006, F.A.C.

4) ) THE ITEM WILL NOT BE PROVIDED. (SE/H‘ACHED MEMORANDUM)
0 £ 2
AT
—7 S
.

/'/";//
ST (Signature and title of respondent)

WW @;Q;“

Distribution: Original: Utility (for completion and return to Auditor) l
Copy:  Audit File ({/k



FLORIDA PUBLIC SERVICE COMMISSION
AUDIT DOCUMENT/RECORD REQUEST

NOTICE OF INTENT
TO: Bert Gonzalez UTILITY: Florida Power & Light
AUDIT MANAGER: Yen Ngo PREPARED BY:
REQUEST NUMBER: _6 DATE OF REQUEST: September 11, 2007
REQUEST THAT THE FOLLOWING ITEMS BE PROVIDED BY: September 17, 2007
AUDIT PURPOSE Glades Power Park Project
REFERENCE RULE 25.22.006, F.A.C., THIS REQUEST 1S MADE: 1_INCIDENT QUTSIDE OF AN INQIIRY

e

LA\ 1 -~

NPT Enotﬁ-& odk ] ’ r{jac’:}‘o"
fuyo (4 t . Koo

W F by fondien Fr k

ITEM DESCRIPTION:
Please provide support documentation for the following:

Item # DESCRIPTION
57 Job description & all invoices for the relocation cost.
58 Job deseription & all invoices for the relocation cost.
59 What was the legal ad for? Also, need copy of the ad.
69  Job description of Kathy Salvador & allocation (if applicatfe
79 Deseription of service provided.
86 Why was this amount credited twice?
87 Why was this amount credited twice?
89 What were the color copies for?
90 What wete the collateral copies for?
92 What were the color copies for?
93 Explanation of trip to Japan.
94 | copies for?
95 i
96 invoice & allocation of $357,382.47.
97 Show support documentation when this amount was offset.

Q-2H- 2001

TO : AUDIT MANAGER DATE:
THE REQUESTED RECORD OR DOCUMENTATION:

1) HAS BEEN PROVIDED TODAY
2) o CANNOT BE PROVIDED BY THE REQUEzTED DATE BUT WILL BE MADE AVAILABLE BY:
pery

3 L AND IN MY OPINION, ITEM(S) I5TARE) PROPRIETARY AND CONFIDENTIAL BUSINESS INFORMATION AS
DEFINED IN 364.183, 366.093, OR 367.156, F.8. TO MAINTAIN CONTINUED CONFIDENTIAL HANDLING OF THIS MATERIAL.
THE UTILITY OR OTHER PERSON MUST, WITHIN 21 DAYS AFTER THE AUDIT EXIT CONFERENCE, FILE A REQUEST FOR
CONFIDENTIAL CLASSIFICATION WITH THE DIVISION OF RECORDS AND REPORTING. REFER TORULE 25-22.006, F.A.C. OF
RECORDS AND REPORTING. REFER TO RULE 25-22.006, F.A.C.

4y U THE ITEM WILL NOT BE PROVIDED. (SEE ATTACHED MEMORANDUM)
wture and title of respondent)
Distribution: Original: Utility {for complction and return to Auditor)

Copy:  Audit File

W



FLORIDA PUBLIC Sﬁ‘RVICE COMMISSION
AUDIT DOCUMENT/RECORD REQUEST

NOTICE OF INTENT
TO: Bert Gonzalez UTILITY: Florida Power & Light
AUDIT MANAGER: Yen Ngo PREPARED BY:
REQUEST NUMBER: 7 DATE OF REQUEST: September 13, 2007
REQUEST THAT THE FOLLOWING ITEMS BE PROVIDED BY: September 19, 2007
AUDIT PURPOSE Glades Power Park Project
REFERENCE RULE 25.22.006, F.A.C., THIS REQUEST IS MADE: [0 INCIDENT TO INQUIRY & OUTSIDE OF AN INQUIRY
ITEM DESCRIPTION:

1. Please provide the calculation of the termination fee paid to —

2. Please provide an explanation of wh

' i WPO stated that the total price was
$923,500 while the total cost from the provide exceeded that amount.

3. Please provide an explanation of why mo stated that the total price was $1,331,784
while the total cost from the provided exceeded tnatl amount,

CONFIDENTIAL

wet

TO : AUDIT MANAGER DATE: Q-19-200 7~

THE REQUESTED RECORD OR DOCUMENTATION:

1)

HAS BEEN PROVIDED TODAY
CANNOT BE PROVIDED BY THE REQUESTED DATE BUT WILL BE MADE AVAILABLE BY:

p/ AND IN MY OPINION, ITEM(S) f,& ;3 IS (ARE)PROPRIETARY AND CONFIDENTIAL BUSINESS INFORMATION AS

4H 0

Distribution:

DEFINED IN 364.183, 366.093, OR 367 156, F.S. TO MAINTAIN CONTINUED CONFIDENTIAL HANDLING OF THIS MATERIAL.
THE UTILITY OR OTHER PERSON MUST, WITHIN 21 DAYS AFTER THE AUDIT EXIT CONFERENCE, FILE A REQUEST FOR
CONFIDENTIAL CLASSIFICATION WITH THE DIVISION OF RECORDS AND REPORTING. REFER TO RULE 25-22.006, F.A.C.OF
RECORDS AND REPORTING. REFER TO RULE 25-22.006, F.A.C.

THE ITEM WILL NOT BE PROVIDED (SEE ATTACHED MEMORANDUM)

7]

(Signature and title of respondent)

Original: Utility (for completion and return to Auditor)

Copy:  Audit File Q [’V



FLORIDA PUBLIC SERVICE COMMISSION
AUDIT DOCUMENT/RECORD REQUEST
NOTICE OF INTENT

TO: Bert Gonzalez UTILITY: Florida Power & Light
AUDIT MANAGER: Yen Ngo PREPARED BY:

REQUEST NUMBER: 8 DATE OF REQUEST: September 18, 2007
REQUEST THAT THE FOLLOWING ITEMS BE PROVIDED BY: September 21, 2007
AUDIT PURPOSE Glades Power Park Project

REFERENCE RULE 25.22.006, F.A.C., THIS REQUEST IS MADE: 0 INCIDENT TO INQUIRY OUTSIDE OF AN INQUIRY

ITEM DESCRIPTION: . ' Z, ;
Please provide the journat entries for the.ermination fee ¥ ]91/ ZZ—U FIG, 000 A’dﬂ' m.

oA

af

TO : AUDIT MANAGER DATEE  4-21~200 3

THE REQUE;ED RECORD OR DOCUMENTATION:

1) &/ HAS BEEN PROVIDED TODAY
2) O CANNOT BE PROVIDED BY THE REQUESTED DATE BUT WILL BE MADE AVAILABLE BY:

3) B~ ANDINMY OPINION, ITEM(S) | IS (ARE) PROPRIETARY AND CONFIDENTIAL BUSINESS INFORMATION AS
DEFINED IN 364.183, 366.093, OR 367.156, F.S. TO MAINTAIN CONTINUED CONFIDENTIAL HANDLING OF THIS MATERIAL.
THE UTILITY OR OTHER PERSON MUST, WITHIN 21 DAYS AFTER THE AUDIT EXIT CONFERENCE, FILE A REQUEST FOR
CONFIDENTIAL CLASSIFICATION WITH THE DIVISION OF RECORDS AND REPORTING. REFER TO RULE 25-22.006, F.A.C. OF

RECORDS AND REPORTING. REFER TO RULE 25-22.006, F.A.C.
4) 0 THE ITEM WILL NOT BE PROVIDED. (SEE ATTACHED MEMORANDUM)

<7 T—{Signeture and title of respondent)

Distribution: Original: Utility (for completion and return to Auditor) %'I\
Copy:  Audit File




Florida Power & Light q\@%{cﬂ

Glades Power Park Project
RCA #07-221-4-1 Dkt #070432-El
TYE 6/30/07
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LOCATION 404
ACCOUNT 1831
JUNE 2067

ACCOUNT \[ lo
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183. Balance in Lacation 404 (XT3}

LOCATION 404
ACCOUNT 1865

JUNE 2007 \$) R

SOURCE DR #
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Florida Power & Light
Glades Power Park Project

RCA #07-221-4-1 Dkt #070432-E!

TYE 5/30/07
Title: 5/

CONFIDENTIAL 7/

SOURCE PR/

—t-

l—

-

Fhune: (447) 099262 Fax (847} 6984608 Emait iregbus & wol.coin
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Title: Summary of Expenses

Company: FPL

Title: Summary of Expenses !
Period: TYE ended 6/30/07 CONF,DENHAL
Auditor: YN

Date: September 22, 2007

Workpaper #43

Florida Power and Light incurred $34.5 million preconstruction costs associated with
development of its coal project. Below is the summary of the costs (43-1):

Land $  1,700,000.00
Permit & Site Certification $  7.600,000.00
Progress Payment & Cancellation Costs for Procurement $ 17,500,000.00
Preliminary Engineering & Project Management $  5,300,000.00
Engineering, Procurement, & Construction $  2,400,000.00
Total $ 34,500,000.00

Since the Commission did not approve the project, the company‘b’seek‘\\tot\) recover the
incurred costs aswregulatory asset by recording them to Account 183.3 — Other
Regulatory Asset, until the next rate proceeding with amortization over a five-year
period beginning when new rates are implemented (WP 2).

The company provided the detail of the project costs of $34,287,476.59 (43-3). See WP
43-3/3-6 for Audit Finding One for the settlement and the recording of the
Termination Fee,

The total of the engineering/Construction and the Site Certification/Permitting costs
were reconciled to the company’s summary, which was estimated. The company’s
schedule was understated by a total of $17,092.73 or 0.1323%. Also, included in these
costs was $1,858,346.29 of payroll (43-2M). {leusagn, the Ner  coats ong $37,476 53

eUen T Zon Mede

There were several contracts associated with this project. They were
or the purchase of

the purchase of Air Quality Control Systems,
urchase of and
for the construction of the generation facilities. The termination fee for the

ere recalculated from Appendix B of the contracts (43-3/1 & 2)
and agreed to the sample testing (WP 43-3). Part of the ermination fee was

also agreed to the sample testing (43-3/3-6). See WP 43-3/3-6 for the remainder
setttement of the ermination fee. The termination fees for (I NEEGIGNGN
were also traced from WP 43-3 to the contracts

(43-3/4-1 & 43-3/6-1/1).

The sample testing (43-3) indicated that the $34.5 miillion were comprised of:

Preliminary engineering for the installation of steam turbine generators
Siting and permitting

Termination fees

Consultant services for permit application and fuel professional services
for reviewing contracts and environmental issues.

Coal plant study and mercury analysis

Land survey

Rail transportation study

LN~

Nowo

WP 43
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Florida Power & Light
Glades Power Park Project
RCA #07-221-4-1 DKT #070432-E!
TYE 6/30/2007

Title: Summary of Expenses

Performance Excellence Reward Plan for the project

Meal catering

Printing materials for the project

Legal services, community outreach, customer survey, and lobbying
Payroll, relocation costs, and travel expense to solicit competitive steam
generator equipment.

The selected sample items were traced to purchase orders, contract change orders,
invoices, employee job descriptions, and other appropriate support documentation (43-

3). See audit finding two for the discussion of item #11 and audit finding three for the
discussion of item #12.

WP 43



II. AUDIT FINDINGS CONF'DEN”AL

AUDIT FINDING NO. 1

suBJECT: (JETERMINATION FEE

AUDIT ANALYSIS: FPL entered into a contractual agreement with

Glades Power Park for the total cost o

As the res% ) imission’s rejection of
FPL's request for the construction of the coal-ﬁrquf ferdtion units; X%EL terminated its
A i

contract wit

Of,the Com

it

i,

. Second,
agreed to adjust the cash fiojy of spaViments f6 construction
te., $500,000 redugtion in r(t ance for Fund Used During

! agreed to credit FPL
ecember 31, 2012, if

Yy
g Hnng prtuture competitive solicitation by an
u&’%ﬁw anvisnat just the utility. Even if an affiliateﬂ
ary

for{Jl yie'ded a saving benefit of $250,000;
cy of accounting methodology as based on the re-

Although the negatiation was to transfer the $1,750,000 between projects, FPL
adjusted their books after the filing was made to follow Generally Accepted Accounting
Principals and to only record the actuat reduction of $250,000 to the Glades Power
Project to account 182.3-Other Regulatory Assets. Therefore, the costs booked are
actually $34,287,477, which includes the reduction of $250,000.

FPL will rely on the Commission authorization to determine whether the costs of the
Glades Power Park project should be reduced and the new construction for (il be

e



increased. If the Commission decided the $1,750,000 should be removed from the
deferred Joss for the recovery of the Glades Power Park project Account 182.3 — Other
Regulatory Assets, then less cost would be amortized over a period of five years. If this
is done, the $1,750,000 would be an addition to the and be depreciated
for a period of twenty-five years instead of five years if left in the deferred loss account.

The Commission must also take into consideration the effect of the $500,000 reduction
in Allowance for Funds Used During Construction (AFUDC due to the change in
payments for as a result of this re-negot on'the Glades
contract. The $5U0,000 reduction in AFUDC helps to m;t dle the increase in"costs It

the $1,7560,000 is increased in the-

payment schedule for an unrelated project?

In addition, the Commission needs to determi

T, < i«
osts. There is no guarantee
would have to win in a competmve bld

account would probably occur after th

i be any crédits because
so any adjustment to the
FPL's recording of the loss.

EFFECT ON THE FILINQ
e
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FINDING NO. 2
SUBJECT: PAYROLL AND RELOCATION COSTS

AUDIT ANALYSIS: Including in the $34.5 million of the Glades Power Park Project was
$1,858,346.29 of Florida Power & Light payroll and $126,314.83 of relocation costs for
the hiring of two new employees, Richard Blanchette and Thuy Le. The costs are as
follows: ‘,ﬂé}k“a

Description

Engineering/Construction - Power Plant
Engineering/Construction - Transmission

Site Cerfificatior/Permitting - Corp. Comrnumcagg'
Shte Certficaion/Permitiing - Environmental +* "%
Site Certification/Permitting - Lega

Site Certification/Permitting - Other

Site Certification/Permitting -Trangmission

Site Certification/Permitting - EaC E" Managernem “H{g}j 286 574 70
Site Certification/Permitting - Engineé| b, 2

u\

Total
Relocation 52,029.40
Relocatiom 14,059.50
Relocaljd lch ! 5,992.96
Relocatmn T@ i 12,000.00
Relocation - Thtiglti il 27,168.12
wfelgation - Thuy’@: i E“Mf‘%ﬁw br’ 15,064.85
*“g‘?’,’,m ‘W’g‘m T76,314.83
L 11 - —_—
Vice President'of Englineer E#ei Expense
The primary vendor for the advanced technology 4,148.14
considered at the FGPP project are located in Japan.
“The trip to Japan was taken by Vice-president of
Engineering & Construction to solicit competitive,
favorable equipment pricing for three major pieces of
equipment: the boiler, steam turbine & poliution control
equipment.
Total &bt

These employees were hired to work mainly on the Glades Power Park Project, thus
the majority of the relocation costs were allocated to this particular project. Richard
Blanchette was the project construction director. Thuy Le was the project construction
manager. Although the Glades Power Park Project did not materialize, these
employees are still on the company's payroll, which indicates that they are currently

£

i



working other construction projects. Therefore, all or part of the relocation costs should
be allocated to the project they are currently working on.

EFFECT ON LEDGER: This finding is for informational purpose only.

EFFECT ON THE FILING: This finding is for informational purpose only.
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43,3;92
AUDIT FINDING NO. 3

SUBJECT: LEGAL SERVICES, LOBBYING, COMMUNITY OQUTREACH, & PUBLIC
RELATION

AUDIT ANALYSIS: Florida Power & Light incurred legal services, lobbying, community
outreach, & public relation for the Glades Power Park Project.

Description
Lobbying - Strat Comm ﬁ:;;rh

TOTAL

Customer Survey - -

TOTAL

Outreach

___123%0

gl

Gt +
each and dbstomer surveys are image enhancing. Lobbying has not
e Comrﬁlgsmn in prior rate cases.
4,

EFFECT ON THE F"I%LING: This finding is for informational purpose only.
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Florida Power & Light
Glades Power Park Project

CONF ' D E NTI A L RCA #07-272\1(;-54231/ 3?)7(; ;#070432-E| } /M
Title: Wd m 7 / 2y % -
fondk  Faie

@ Glades Power Park Project

Estimate Actual Difference Reference
Land $ 1,700,000.00 1,684,278.00 15,722.00 171
Permit & Site Certification $ 7,600,000.00 7.629,666.00 (29,666.00) 43-2
Preliminary Engineering & Project Management $ 5.300,000.00 5,288,494.00 11,506.00 43-2
Progress Payment & Cancellation Costs for Procurement (A) $ 17,500,000.00 19,685,038.59 214,961.41 43-3
Engineering, Procurement, & Construction $  2,400,000.00 43-4
Total $ 34,500,000.00 34,287,476.59  212,523.41

(A) The difference of Cancellation costs was due to the settlement of th-ermination fee of $250,000.

See WP 43-3/3 for the negotiation. Mot e Co. 25t mati (’“7 $ SYLNSY
CONFIDENTIAL

S
SOURCE 225z it (P2
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Primary
Engineering/Construction

Site Cerlification/Permitting  Site Certification/Permitting

SOURCE. Jl)fz%

- (pBC

Tertiary

Engineering/Project Management Power Plant |}

Power Plant Total
Transmission 2.

Transmission Total

Engineering/Project Management Total

Corp. Communications =

Corp. Communications Total

Environmental Yy

Environmental Total
Legal ¢~

Legal Total

Other ¢

Other Total

Work Order
0872-98-620
1436-98-620
0982-98-620
0983-98-620
1493-98-620
1495-98-606
1655-98-620

1645-98-620
1651-98-620

Work Order Description
Preliminary Engineering
Preliminary Engineering”

Project Manager

Home Office Support

Other Engineering

E&C Juno Support

ISC Contract Development Support

Queue Transmission Line Study 95-L1
Queue Transmlssmn Line Study 96-L2

%4 e 50l

1473-98-606
1473-98-620
1637-98-620

0835-98-620
1476-98-606
1476-98-620
1482-98-606
1482-98-620
1486-98-620
1488-98-606
1488-98-620
1605-98-606
1605-98-620
1611-98-606
1611-98-620
1612-98-620
1613-98-606
1613-98-620
1614-98-620

1475-98-606

0854-98-620
1570-98-620
1616-98-620
1654-98-620

Corporate Communication Support
Corporate Communication Support

foy

Corporate Communication Support - TLine Siting

Generic Solid Fue! Alt i nalysis
Internal JES Support -
internal JES Support -

JES SCA Contractor

JES SCA Contractor

Permitting and License Fee

Other JES Conlractors

Other JES Contractors

Internat JES Support (R
Internal JES Support - (D

JES SCA Contractor - (D

JES SCA Contractor (I
Permitting and License Fee (D

Other JES Contractors (D
QOther JES Contraclprs

Otnher Engineering

Legal Support

Engineering and Site Investigation

Rail Contracts
Service Contract - (il

Total
2,730,782 -
169,847.
367,057
1,004,370.
821,359+
13,627+
1,943
5,098,992
175,331°
14 171

189 502
> 5,288,404
/

53,436+
1,771,874

102,845 » -a./l
1928154 4 2%~
90,6907
4,106 -
280,552°

45 1,54 & oaron-

7, 7208

208,250
10,788,
136,920 «

€, ~3.926¢
%04 <1 169°

10,330
120,114 Aog 7864

4 658'

39,/ 514°

Utility Development Support of Glades Site

18.916°
1872140 W20 .7./ !

1,506,907
1,506,907« °
375,226"
206,660%
45,502+
48 »
177,048 3-2 )

804, 436/,.——-
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Transmission )

Trangmission Total 7

1632-98-606 Power Systems Support
1632-98-620 Power Systems Support
1652-98-606 Glades Transmission Line Siting SCA Ch 6
1652-98-620 Glades Transmission Line Siting SCA Ch 6

E&C Project Management ¢ 1492-98-606 E&C Juno Support
E&C Project Management Total

Engineering Support &}
Englneering Support Total
Site Certification/Permitting Total

1474-98-620 Service Contract

761, 393 n

1,659+
53,1'39(52:141 .
s15.07- 43-2//
431,035 /i
431,035 43201
271787

271,787° 3__{

Q‘_?Hee

® lmpany o scdomdlo & 7,600,000
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GLADES POWER PARK PROJECT SAMPLE TESTING

Attribute 3:

Attribute1: Proper Amount
Attribute 2: Proper Period
Proper Support Docmentation

ltem#rDate I SRC SA  |From ERl From WO |me LOC|To Locl UCIETI Amount [Quanmy' W NEW Gl l

Vendor

Description

KRR

1

10

"

12

13

200703 36000 JESDEV 98

200706 52450 LAWDEV 98

200612 52450, LAWDEV 98

200701 30000 ECJUNO 98

20070336000 |JESDEV 98

260704 36000 ECTUNG 68

200702730000 ‘CCDEVX 198

200604 36006 ECIUNO 98
120051236000 {ECIUNO 68

200703 30000 ECJUNO 98
20670330000 ‘ECJUNO 198

200612 52450 ECDENG 98

1493
1475

475

620

620

606

620

606

606

6200 -

6200

6050 M

606:0

6200

6200

62001}

6200

§20:0

SOURCE_ DR, 2/ S 4

WP 43-3P. 1

2,326.67

3,28513

367278

T4,42308

9,224.87*

1692591

20,000.00.
40,000.00

66,438.00

6873300

74,555.00:

34,170.86

12.560.00

Cateais
TeoaeasisT T

0183675

" 0'183675

0 183675

56183675

0 183875

0183520
0/183520

0183675
0.183675
REL

0183675

ANNFIDENTIAL

Copy of FGPP Project Cosls details.xis

Project Engineer provides overall plant design
engineering assistance including contract review &:
negotiation assistance on the FGPP project.
Allocaled 76.5% in 2006 & 69.6% through 6/07 for!

:this project.

Barbara Linkiewicz, Environmentai Direclor (43- 3/20

.17} i
,Kalhryn Saivador, Pdncnpal Speclahst ‘Environmental:
rrasponsﬂale for permn applicaimn (43-3/20 p-9)

" Eric Heidom, Construction Manager for the Glades:
:Project (43-3/20 p. 8)

Senior Communications Advisor prov:ded medla
relations support by answering media inquiries &:
preparing news releases, & attended communily:
outreach activities to inform & educate the public

" 'Rachel  Scoft,  Senior

Manaqer or
,Commun\caﬂons . éd:ﬁq‘/é'\— _.ef
< mg' ﬂz .
Rxchard Blanchette - Directof Construction of the

_Glades project.

Richard Blanchette - Diracior Construction of lhe
Glades project.

Performance Excellence Rewards Plan (PERP) for
the 2006 performance. 24.14% of PERP was;
charged to this project. The percentage was based
on the allocation of the 2006 salaries charged to the:

‘project. This reward was for the engineering &
-construction personnel. _ :

Rewards Plan (PERP) for.

‘the 2006 performance. 24.14% of PERP was:
charged to this project. The percentage was based:

on the allocation of the 2006 salaries charged lo the:

‘project.  This rpward was for the projecl;
_ _development personnel. H

Fuel consultancy services & expenses relative to tha

proposed power plant (mining & geological;
_iconsultants. (43-3/13) ;
“Consuiting services for appllcallon of SCA permit 10!
.Federal Dept. of Environmental Protection. (43-3/11) :

Professional services for review cantract & research
property tax ciassification of coal & petcoke, & ravigw:

‘terminal services agreement.

CONFIDENTIAL

Bl
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GLADES POWER PARK PROJECT SAMPLE TESTING

Attribute 3:

Aftribute1: Proper Amount
Aftribute 2: Proper Period

Proper Support Docmentation

WP 43-3P. 2

Date | SRC SA  [From ER| From WO ]From LOCITO LOTUCIETI Amount [ Quantity] W_NEW_G
) . L

200611 52450 LAWDEV .98 1475 606 6200 M 18,644.72 1:183675
:200704 52450 -LAWOEV 98 :5147'5 B I~ T ‘M ‘sB15498 1183675
300707 52450 LAWDEV 198 1478 06 160,755.36
1200706 52450 LAWDEV '98 ‘475 606 117,706.95 1183675
00612 52450 ECDENG ‘98 1483 620 7107,285.00° 1183675
-200706:51450 ‘PSDEVX ;98 1632 620 13650000 1183675
-500610:§2450 ‘ECJUNG 08 983 606 263230 oiess20
205606 51450 ECDENG 98~ 1493 620 25,891.00 1183675
205763 50000 ECDENG ‘98 193 620 18538363 0°183675
200701 50000 JESDEV (68~ 835 626 30.000.00 0183675
200705 51450 ECDENG 98 1493 ‘820 Ti871000 1183675
‘200604 50000 ECJUNG -98 ‘082 606 52,028.40° 0.183520
200611 -52459 'ECJUNO -98 983 606 "3,376.10. 0183520
200611 52459 ECJUNC 98 .983 '606 395404 "'0.183520
200707 ‘50000 CCDEVX 98 1473 620 7 6200 (113,321.42) 0183675

Description

Vendor

Review Glades Coal Project & polential sites.
‘research on federal transmission line siting under:
Energy Policy Act of 2005, review design & licensing:
‘of Glades Project, analyzing BACT, IGCC & mercury:
issues regarding coal projecl, providing research &
‘advice on raill permitting issues on ATCP site, &
ireview schedule & preparation of Site Certification:
“Application (SCA), and travel expenses. {43-3/12) :
Consulling services land use easement Issue, s
‘certification,  transmission line, PSD permi!
application, NPDES stormwater permitting issues,
analyze mercury issues, review project status.
‘schedule & strategy, meeting w/Glades attomey &
Hendry County Commissioner & staffs on alrpmt
‘issues, review FDEP completeness issues, & travel:
xpenses. (43-3/12
repared deposition, !eslnmony & ‘mock heanng for
the Circuit Court & DOAH cases, review PSD permit!
‘igsues. transmission licensing issues, participating in:
land uyse & zoning issues, proposed order, & travel;
_:expenses. (43-3/12}
"Reviewed, negotiated, & revised FGPP contracts.:
i43-3111) :

‘proposed power plant
;consuitants. (43-3/13)
:Boundary & topographic survey

(mining & geological:

‘Air fare ékﬁanses for coal mesting w/Zachry frol
0 1o Texas, Coloradg, & Maryland. :
ubsudace soil exploratmn & geographlcaE
| evaiuation. . :
rofessional surveying & ppi
arcel in Glades County

services of the;

alternative study {43-3/17). The work was completed:

To provnde an |ndependent pro;ecl clean coal
alternative study (43-3/17). The work was complatad:
‘wiin 2 mons. of the release of the PO (43-3/17-1 p.3)
"Relocation costs - house hun!lng purchaslng “home,;
-& temporary living. See audit finding {43-3/21). :
ternal contractor for technology consultant.

11:BLANCHETTE RELOCATION

External contractor for performance engineer.

“FPL is not seeking recovery for this amount (43-3m)

Copy of FGPP Project Costs details.xis

de an independent prdject clean coal:”

‘wiin 2 mons. of the release of the PO (43-317-1 p. 3):

]

X

Fuel consultancy services & expenses relative to the:

><><><§

x

2[5 |
X X

XX
X X
S X

X!
X X
X X
XX
X X
XX
XX
X X
X X



Attribute1: Proper Amount

GLADES POWER PARK PROJECT SAMPLE TESTING . :
Attribute 2: Proper Period
Altribute 3: Proper Support Docmentation
ltem#l Date | SRC| SA [From ER} From WO[From LocC|To LOCJUCIET Amount | Quantity] W_NEW_G Description l 1 I 2 l 3
L
23 200603 51450 JESDEV 98 835 606 : 606.0 M 56,380.00 1.183520 Professional engineering services including huiticane.
. E :wind study. emergency spillway evalualion, canal:
; -evalvation, monitoring reqm'ts., broad cycling X+ X X
: : : i i d levels, spillway:
30 1200610 51450 .CCDEVX 98 1473 ‘620 {6200 M . 80,644.50 1183675 o ‘Professional  services  for  polling/develop;
: : : ‘communications plan, project management support,: X X X:
: [ outreach, community coondmators develop outreach HENA
L . i R [ o ign eb. 3/18) :
31 :200703.51450 CCDEVX 1473 620 M 124,221.35 1183675 Services for project management support, outreact
: community coordinators, design/maintain web, media: X : X | X
e e S A S . relation. (43-3/16) :
32 :200701.51450 ECDENG 198 1493 620 : 620:0 R 101,315.02 1183675 Provided the sludy of demand and supply of coal,
FN [ e it e e transportation, mercury analysis. (43-3/8) [
33 :200706 :51450 CCDEV. 11473 620 : 620:0 ‘M 45,000.00 1183675 Strategic communications & maedia management
: ¢ : : M B XX X
e SR | bl - e advice for | ject (43~3/18). L E
00702 -51450 :-ECDEN 1493 620 6200 :M 34,111.65 1:183675 Engineerin ices: develop " informat
. : : : dsheet & datab review.
work plan development & research revier
commarcial & pricing doc's., investigations, i
report draft, final report preparation, cost evaluahons. :
NN A NP, BT T U A coal meeting ry, & alysi S
35 200612 51450 ECOENG |98 1493 ™ - 77.127.82 1183675 Advanceed coal fleet & carbon slorage & capture X X x
: : T R program. . :
1488 ‘M 18,762.14 1183675 Prepamuon of “environmantal assessment (EA)I X X X
: [ ) B . L e Statement of Findings (SOF) for the Glades Proj. H
37 200703751450 ‘PSDEVX :98 1632 ‘620 6200 M 25,576.31 1183675 Held outreach: N : X x
38 :200706°51450 PSDEVX 198 1632 620 62000 M 62,450.94 1183675 Labor & expenses & engineering Subconlractor from
. : : : PowerComm Engineering, Inc. for envnronmental: X XX
H H H d :
39 1200702 51450 TLPERM :98 1620 6200 M 92,853.04 1:183675 < x
40 200703 51450 CCDEVX ‘98 1620 6200 46,368.00 1183675 : X X
41 200706 52450 LAWDEV | 98 ‘606 8200 M 23,883.40 0'183675 23'Fple chg back Apr 07FPL ENERGY
centification, local & zoning approvals, negotiation o
H ' .engineering, procurment & constiuction agreements
H : . for the steam turbines, boilers & air quality controf; X = X X
: ’ : : : system for the Glades project. The total hours were!
146. See job descriptions of Pinnock, Rauch, &
. : N : Rubio on {43-3/20). ;
: o T A o ; ‘Fple chg back Feb 07FPL ENERGY Legal services raganfing fand acquisition, site:
42 200703 52450 LAWDEV _98 ‘1475 606 : 6200 M 23,375.22 0183675 ‘Fple chg cergu Fcaton. local & soning approvals, negotiation of
: engineering, procurment & construction agresments:
X X X

for the steam lturbines, boilers & air quality control:
system for the Glades project. The total hours were:
147.5. See job descriptions of Rauch, & Rubio on:

(43-3/20).

WP 43-3P.3 Copy of FGPP Project Costs details.xls



Altribute 1: Proper Amount

GLADES POWER PARK PROJECT SAMPLE TESTING - :
Attribute 2: Proper Period
Aftribute 3: Proper Support Docmentation
tem#[ Date | SRC SA  |From ER[ From WO‘From LOC[To LOCIUCIETl Amount | Quantity] W_NEW_G I Vendor Description ! 4 l 2 I 3 I
- - - L - -
43 200707 52450 |LAWDEV 98 1475 606 6200 M 43,080.85 0 183675 ; :Fple chg back May 07FPL ENERGY Legal & administrative services regarding reviewing:

& analyzing Engineering Procurement Contracts, &

preliminary engineering design & negotitiations of the; X XX
major equipm’l. & EPC contracts for the Clades:

:project. The total hours 201.5.

Progress payment for the instailation of the alecmci

generation facility. Yhe contract was terminated n:ml X X X
6/13/07. See WP43-3/4 & 43-3/4-1.

1183675 o t for the Installation of the electric

44 200704 51450 SVCO11 620 {6200 M 30000000 1183675

606

45 1200706 51450 EPCBOT |

; : ; jgeneration facility. The contract was terminated on® X - X X -
ESS R S, I TP B i [ O : 13!0 Sese WP“GIA&43-3/4-1 : : : i
46 1200702 :51450:5VCO11 :98 ;1474 620 620.0 315,000.00; 1183675 : .
: : : X:Xx X
47 1200706 51450.EPCBOT 6 606 © 600 M 51583400 1483675 Ty
48 1200706 51450 EPCBO1 TE06 T s060 M 1.000.600.00, 1183675 | . o< payrment Tor i e
; ; ! I : : X
49 g0 T I e200 M ie4s0880 1183675
) : : . support wi/participation in weekly team mestings:
; : &conference calis, SCA calls & transmission team:
: tel & & other intemal:
conferences; updahng outreach plan & project:
timetine & brair X X X

maﬁng universal changes lo collaterals re:
p to reg water source, Tri-Fold:
PowerPonnt presentalion, press Kkits,:

dvertising, web site, & mercury;

9
:project sites 1 & 2: mgmt & contigency, final SCA,; :
‘public outreach, air impact, waterlgroundwateré X X . X
[Impact, storm water, aquafer impact, water supply.:
'emlogy impacl, & land use. (43-3/10)
[ Environmental permlﬂlng & ncensmg support for coal§
project sites 1 & 2: mgmi & contigency, final SCA,:
‘publlc outreach, alr impact, water/groundwater. X X X
impact, storm water, aquafer impact, water supply.:
ecology impact, mercury analysis & land use. (43—
3n0) :

51 620 110,011.72

52 200612 51450 JESDEV ?98' haré’ T e 7T 8200 ML 11123350 0 1183675

WP 43-3P. 4 Copy of FGPP Project Costs datails.xis



Attribute 1: Proper Amount

GLADES POWER PARK PROJECT SAMPLE TESTING . ;
Altribute 2: Proper Period
Adtribute 3: Proper Support Docmentation
ltem#' Date | SRC SA  [From ER’ From WO [From LOC]To LOC‘ uc(Erl Amount Quanmylw NEW7 Vendor Description 3] 2103
53 200702 51450 JESDEV 98 1482 620 . 6200 M 135451, 98 1.183675 Environmantal permitting & licensing support for coal
: : : E ‘project sites 1 & 2: mgmt & contigency, initial draft,;
SCA reviews, public outreach, air-baseline, airi -
i groundwir-impacts, -SCA reviews, - X X = X °
:storm  wir., -aquafer, -all. wir supply analysis,
: : ‘ecological impacts,-alt lysis, & fand:
54 200705 51450 JESDEV :98 11482 620 15101854 7 1383675 -Enviranmental permitfing & licensing support for coatl
: - H iproject sites 1 & 2: mgmt sufficiency, air-sufficiency,! X X X
: i 'groundwtr, ecology-suficiency, & land use. (43<
55 200706 51450° JESDEV : 11482 620 {6200 M 22844408 al permitting & licensing support for coal,
i : : ; : ; praject sites 1 & 2: mgmt sufficiency, air-sufficiency,; :
: (walar/groundwtr, ecology-suficiency, & Jand use-; X : X ° X
: : :sufficiency, -SCA hearing/support, field! ! ;
o o i H o O S R o issance. (43-3/10) P
56 ,200704_51450 CCDEVX EQB {1473 620 : 6200 M : 9,707 35 1183675 onduct research, mesting, ) presentahon of effect: . : .
: : ! : P iof suif: lide on methymercury foamation in' o © . ¢
: H :Everglades, and Hg deposition to Everglades & :
O S SR TR TR L F [T - isheatin i g
57 :200604 50000 ECJUNO ;98 1983 606 : 27,168.12 0 183520 28 LE RELOCATION ‘Relocation oost - costs associated wiselling of home o
; : : Jfrom Phoenix, AZ.. This was allocated 74.6% to Coali X X | X :
S S . i i o o o : ject. See audit finding (43-3/21). :
58 200512 50000 ECJUNO 98 606 H 6060 M 15,064.85' 0183520 LE, THUY RELOCATION ‘Relocation cost - cosls associated loan processmg
: ’ : : for purchase a home in West Paim Boh, FL. See; X . X X
o o [ IO T ) udit finding (43-3/21).
59 1200706 51450 CCDEVX ;98 1473 620 . 6200 ‘M 11.462.26; 1183675 d for Notice of Commission Hearmg & Prehsanng :
H . H . : : F : i(4/16-17/2007) placed in several newspaper, bullehn X X X
: ; . : ; : i e ‘Sunday News. S SR
60 200411 51450 ECDENG 98 854 606 . 6060 11,096.57° 1183520 ‘Coal Plant Study - preliminary engineering &_, XX x
; : . . i L o ‘conceptional design services. (43-3/15-1) [
61 200408.51450 ECDDEV :98 824 606 . 60610 36,767.59 1183520 iCoal Plant Study - prehmlnary sngineering X x
62 200707 51450 PSDEVX 198 1632 620 6200 T40,46196° 1183675 ‘Porformed aerial survey services to suppont coridor
i . : : :mapping for the Glades Power Park proposed: X + X X
: mission line. (43-3/14) L
63 (200706 :51450-JESDEV 98 ‘1488 620 620°0 15,433.35 1183675 X x . x
64 200702 51450 ECDENG :98 1483 620 620.0 51,518.50 1:183675 XX X
R L SR Geia e M 179 308.8¢ T g wce calls, &
65 2200707 51450 CCDEVX 98 1473 620 620_0 M : 172.208.84 1183675 iteam  updates, coordinated paficipation &
: ) hips for festivals & parades, public o h X X . X
' presentations, coalition acuvmes & media relatlons :
: (WP 43-3/5)
. o VS A - co T YTV M7 vy A 118 ‘Outreach: POWER coalition acllvmes PSC decision,
66 ‘200707 51450 CCDEVX ‘98 1473 620 6200 ZM 56,524.12 1.183675 Glades County Land use hearing, coaliion BBQ: < x
: : Media Relation: conference h & central X
paper; & project g t support. L
67 200612 51450 CCDEVX 98 1637 620 © 6200 M 21,500.00 1183675 Public opinion research. (43-3/16). X X X

WP 43.3P.5 Copy of FGPP Project Costs details.xls



GLADES POWER PARK PROJECT SAMPLE TESTING Attsibutet: Proper Amount
Atlribute 2: Proper Period
Altribute 3: Proper Support Docmentation

Description ] 1 I 2] 3

From WO Ime LOC]TO LOC] UC[ET’ Amount

Ouanhty] W] NEW G

Itemi#| Date l SRC] SA lFrom ER

68 200704 51450 CCDEVX 98 11473 620 620 24,075.33 1 183675 Daily media review & stl;ategy call; & researched, X X X

drafted, & incorporated lobbying issues, {43-3/7) ;

Pnncmal specialist  environmental, see jobr

description on 43-3/20 p.9. Salvador was:

responsible for coordinating all licensing & permitting; X X . X

activies for tha 1960MW coal plant. Job allocation;

was 67% In 2006 & 39% In 2007.

Coai Plant Study - preliminary englneenng

ORI I S conceptional dasign services. (43-3/15-1)

6060 M . 35.897.56 1:183520 Coal Plant Study - preliminary engineering &

e I el : o conceptional design services. (43-3/45-1)
606:0 M 42,638.75, 0:183520 : Drafled & revised conlracts & terminal services

: : agreement for railroad transportation W/CSXT &
SCFE, ‘
SCA application check.

B9 200705 52450 JESDEV »98 1476 620 6200 ‘M - 1.7951)0 " 0183675

2447558 q183s20

ECDENG 88

70 200501

7t 200410'41450 ECODEV 88~ 824 606

72 200609 52450 FULEMT 98 570 606

73 200612 52450 JESDEV ‘98

6200 1 6200 M 20000000 0183675

74 200703 51450 CCDEVX :98 © 820 6200 M’ 36,978.00, 1183675

ts to support coal plant proje 3/19)

X
Cusiomer sirvey lo response to various public o
X

75 200706 51450 CCDEVX 68~ 620 7T TTR200 T 3821731 qeaeIs 4 'Dauy medla review & sirategy call; & researched, Fx :

: ally medla review & strategy call; & researched,
‘drafted, & incorporated lobbying issues. (43-3/7) 3
Aftending Energy Research Center Annual Meetin
{ERC). Improving Competitiveness of Coal-Fire
Power Plants in Bethlehem, PA. .
-Advanceed coal lachnology plant: transmissiol
facilities outreach. D
“Phase 1 Enviro I Sile A - identify:

‘areas of potential environmental impacts, regulatory;

:inquiry, prior site ownership & land uses, preliminary; X - X X
:survey of regional geology, & summarize the results‘

:of each task. :
Professional engmeenng “services, desng
‘procuremant & optional construction managemenl§

services, the design, engineering, equipping.: X ;. X © X
construction, installation, start-up & testing of a solid : :
fuel fired generation facility. (WP 43-3/6) . .
Professlonal engineering sarvices, design:
procurement & optional construction management:
servicas, the design, engineering, equipping.j X X X
construction, installation, start-up & testing of a solid;.

fuel fired generation facility. (WP 43-3/6) .
Professional engineering services, design;
procurement & optional construclion management:

services, the design, engineering, equipping; X - X X
constryction, installation, start-up & testing of a solad

fuel fired generation facllity. (WP 43-3/6)

76 200706 51450 CCDEVX 98 1473 620 i 6200 25,925.00: 1.183675

7T 200607 52450°ECJUNO 98 983 606 1 6060 " 840.00 0183520 44 Training Conference LE T~

3,616.56 0183675

78 .200612 52450 CCDEVX ‘98 11637 620 T 6200

79 200612 51450 JESDEV 88 ;16437 620 . TE60 M g7miad T 4483675

80 (200604 51450 SVCO11 98 606 60810 142/634 58 " 1183520

81 ‘200602 51450 SVC0i1 98 872 606 60610 M 14277763 1183520

B2 200606 51450 SVCO11 g8 872 806 ¢ 6060 M 167.08477 1183520

WP 43-3P.6 Copy of FGPP Projecl Costs details.xls



GLADES POWER PARK PROJECT SAMPLE TESTING

Aitribute 1: Proper Amount
Altribute 2: Proper Period

Atiribute 3: Proper Support Docmentation
iem#| Date | SRC] SA  [From ER[me wolme LOC]To LocluclET[ Amount | Quantity| W_NEW_G [ Vendor Description ] 4 l 2 I 3
83 200601 51450 SVCO11 98 8 060 M 172,043.49 1183520 Professionai engineering services, design:
: procurement & optional construction management: :
services, the design, engineering, equipping, X @ X . X
: construction, installation, start-up & testing of a solid;
I : : fuel fired generation facility. (WP 43-3/6) ;
606:0 :M 982,023 44 1183675 Termination fee (WP 43-3/6-1/1)
25pipse | oiEssa 4 '
(3,434,735.00); 0:183675 742949 01400
" (2.925,885.00) Toi83675 434 T oo
.. S i .. -
! {10.650.00) 0183520 MARTIN SH USE STUDY PH1&2 o igmt. Dept. T
: “for Phasa Il effort prlor to FPL payment of invoice to: X © X © X
e S I oontmctorparformmgsludy . K
1,782.00 0 183675 "'COLOR COPIES-KDEPP {This cost was charged by the internal copy centarf : :
: : he printing of 1 matenials for : I
: \ 3 ; outreach initiaitves to share information and answer X . X : X
L f [P S i . B guestions about the proposed Glades Power Park.
{200702:60000 :CCDEVX :98 1473 0183675 ‘GLADES COLLATERAL COPIES _~——a This cost was charged by the internal copy center
H : i ua ‘the printing of sducation materials for community:
»/7/ oulreach Initiaitves to share information and answer: X = X X

93 20061065000 ECJUND ‘98 1492 606 76200 M

94 300704 60006 CCDEVX 98~ 1473 620 " 6200 M 490000
95 120051265000 ECDENG 98 854 606 606:0 183,346.91:
96 200513765000 Svco11 98 872 606 6060 357,382.47

WP 433P.7

414814

0183675

' 0183675

0183675

0183520

0 183520

questions about the proposed Glades Power Park.

Cual project support meal for 20 people. :
“This cost was charged by the internal copy center for
u'& 3 lhs printing of education materais for comrnunny-
9 ‘outreach initiaitves to share information and answer,

& ‘questions about the proposed Glades Power Park.

“COLOR COPIES-M BLANCO

Tha pdmary vendor for the advanced technology
considered at the FGPP project are located in Japan.;
The trip to Japan was taken by Vice-prasident of
‘Enginearing & Construction to solicit competitive,:
favorable equipment pricing for three majar pieces ofg
equipment: the boiler, steam turbine & pollution;
ccontrol equipment.

\This cost was charged by the internal oopy center for:
he printing of education matsrials for community;
utreach initiaitves to share information and answer.
questions about the proposed Glades Power Park.

VISA-YEAGER

Coal Plant Study - tachnology assessment, site:
seleclion, water studies, & emission permit support. :

& evaluation conceptual design, engineering studies,
design drawing & diagram, boiler, steam turbine:
permitlicense support, & managem't.

Copy of FGPP Project Costs details.xls

Contract for preliminary engineering including review:



GLADES POWER PARK PROJECT SAMPLE TESTING Aftribute1: Proper Amount
Attribute 2: Proper Period

Attribute 3: Proper Suppoirt Docmentation
Description [1 ‘ 2 l 3 l

Amount Vendor

W_NEW_G

From ER Quantity

item#| Date | SRC

From WO l From LOCITo LOC[ UC]ET]

7.045,810.00
Turbine

9,423,042.16

{9,707.50) -0.103% Error in percentag

9,413,334.66

Less: error In ltems #5 $9,407.5

"
1200704 '51450 BLRX02 1606 {7 2,925,885.00 L 1:183675 have contract (43-3/1)
500704 51450 BLRKDT 198 '606° '3434.735.009 1183675~ have contract (43-3/1) T
| o .
G570 51450 AGCS01 606 " 372.500.00 | 1183675 per contract (43-3/2) ' i
:200707 51450 AQCS01 98 606 per contract (43-3/2) )
120070351450 ‘STXX02 ‘606 kes contract
200703751450 STXX01 198 606
:200704 51450 :STXXG1 98 606
i - :
{1.750,000.00) 43-373-2 N
(250,000.00) 433132 ONFEE ;
7,045,810.00 TERMINATIONFEE &G ECEL: FILE
19,847 420.00 TOTAL CONTRACT '
29,260,754 66
_1,684.275.00 Land
30.945,029.66 AMOUNT TESTED
TOTAL 34,287 476.59 TOTAL COSTS
FiLE 90.25% % TESTED

WP 43-3P. 8 Copy of FGPP Project Costs details.xis



TOSHIBA TERMIANTATION FE&

i .1.188,300.00
1,267,440.00;

200707 ‘B62 e8| Y673
200707 65000 0662 98 1674
200708 60000 0662 98
200708 (60000 0662 98

@ 1,750,000.6(@

7.045,81000 |

2,463,650.00 ~
250,000.00 Negotiation 43-3/3-1
2,71 3,650.00 43-3/3-2

-3

2
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Florida Power & Light Company
Docket No. Docket No. 070432-El

Staff Audit
Interrogatory No. 3-2
Page 1 of 1
Q.
Provide any contracts or RFP’s for new steam generators at any plant location since June
2007.
A,
There are none.
Florida Power & Light Company
Docket No. Docket No. 070432-El
STAFF Audit
Interrogatory No. 3-1
Page 1 of 1
Q.

Please provide the any correspondence with N and I regarding use of the
work done on the Glades Steam Generators for another type of plant or another
location.

A.
This equipment is not usable for any other type of plant or location.

SOURCE LR #T3

3]

INTEGRITY BUSINESS FORMS INC. (B47) 896-2628 FAX (847) 653.4408
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Florida Power & Light
Glades Power Park Project

RCA #07-221-4-1 Dkt #070432-E!
TYE 6/30/07

Florida Power & Light Company, 700 Universe Blvd, Juno Beach, FL 33408-0420

NOTICE OF TERMINATION FOR CONVENIENCE

Reference:

CONFIDENTIAL

The Contract for the Design, Fabrication, and Delivery of Air Quality Control

Systems (“Agreement”) dated April 16, 2007 between Florida Power & Light
Company (FPL") and (H DD

Dear Mr. DoVale,

source DR #=

Sincerely,

FLORIDA POWER & LIGHT COMPANY

Dty F st

Richard Blanchette /\'

Director - Construction

= FB} Renten nammanse

In accordance with Section 68.0 of the Agreement, FPL for its convenience hereby terminates the
Agreement effective

INTEQAITY
i
[

i

BUSINESS FOAMS, INC.

1847) €90:2628  FAX (647) 6984608
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J
- Glades Power Park Project \ \ %/0
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Florida Power & Light Company, 700 Universe Blvd, Juno Beach, FL 33408-0420

CONFIDENTIAL

NOTICE OF TERMINATION FOR CONVENIENCE

FPL..

Reference: The Site Contract for the Design, Fabrication, and Deliv
Turbine/Generator Sets and Associated Equipment (“Agreement”)

of Steam
2007 bi and between Florida Power & Light Company ("FPLh

In accordance with Section 25.1 of the Agreement and Appendix B to the Agreement, FPL for its
convenience hereby terminates the Agreement effective as of June 16, 2007.

Sincerely,

FLORIDA POWER & LIGHT COMPANY

Dt 7 Bt

William Brannen

Senior Director Engineering & Construction

SOURCE_ DE 2

an EBL Nenan namnons

i\
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iI. AUDIT FINDINGS CONFIDENTIAL

AUDIT FINDING NO. 1

susJeCT: (EFERMINATION FEE

AUDIT ANALYSIS: FPL entered into a contractual agreement with

for the

Glades Power Park for the total cost of |

ission’s rejection of
teminated its
contract with a‘

"

Through
negouations 10 reduce the full termination tee, INSYGIOWING terms were agreed upon.
First, agreed to reduce the‘ termination fee
which would decrease the contracté@itermination fee B
increase the contract price of the 1l

Fby $1,750,00€ fntual decre of $250,000. Second,
agreed to adjust the cash flo o W
un se

resulting in an approxirg Judtion i lBwance for uring
Construction (AFUDGY6F e agreed to credit FPL

,000,000 if FPL agreed to

. v—ielded a saving benefit of $250,000;
ency of accounting methodology as based on the re-
cos qg%?’tahzc—zd : S a plant addition. This would result in a longer period of

writing off the"&8:750,0004Ince the plant addition is depreciated over a fonger period
than the deferre d be amortized.

Although the negqﬁatlon was to transfer the $1,750,000 between projects, FPL
adjusted their books after the filing was made to follow Generally Accepted Accounting
Principals and to only record the actual reduction of $250,000 to the Glades Power
Project to account 182.3-Other Regulatory Assets. Therefore, the costs booked are
actually $34,287,477, which includes the reduction of $250,000.

FPL will rely on the Commission authorization to determine whether the costs of the
Glades Power Park project should be reduced and the new construction for (Jiillllllbe

Q-



Florida Power & Light

Glades Power Park Project

]
RCA #07-221-4-1 Dit #070432-El - 9@90)

TVE amninz

o L Title: M/C %@

increased. |f the Commission decided the $1,750,000 should be removed from the
deferred loss for the recovery of the Glades Power Park project Account 182.3 ~ Other

Regulatory Assets, then less cost would be amortized over a period of five years. If this
is done, the $1,750,000 would be an addition to the*and be depreciated

for a period of twenty-five years instead of five years if left in the deferred loss account.

The Commission must also take into consideration the effect of the $500,000 reduction
in Allowance uring Construction (AFUDC)gfiue to the change in
payments for s a result of this re-negoti on‘the Glades ﬁ
the increase in costs if

the $1, 750 000 is |ncreased in

negotiation, should the Glades project receive ‘;;“f Hai the change in the
payment schedule for an unrelated project? "

In addition, the Commission needs to detér‘

will be any cﬁedlts because
ss S0 any adjustment to the
FPL’s recording of the loss.
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CONFIDENTIAL

Accounting Research Request Form

Issue description: Accounting for coal plant termination fee with concurrent adjustment of
another contract
Accounting Research
Topic: Contract Restructuring
Requested from: K.M. Davis
Requester’s contact
number; 694-6250
Company relates to: FPL Other:
Date of request: 7/12/07

Dat iewed with Beth ' \-
p il K )ﬂwﬁuuﬂ,v
e

Date of response: Tony Cuba 7/25; K.M. Davis 8/2/07

Prepared By: Peaches Libkie (&f — /D
. FAS 71, Accounting for Effects of Certain Types of Regulation ( -
Relevant GAAR: EITF 00-21, Revenue Arrangements with Multiple Deliverables us -~
Corporate policy
amendment/addition? | ™°

Description of Issue:

FPL has accumnulated approximately $34.5 million of costs which have been deferred related to a
proposed $5.7 billion coal-fired power plant in Glades County. In June 2007, the Florida Public
Service Commission (FPSC) denied FPL's need petition for the plant stating that the proposal was
not the most cost-effective alternative. The accumulated costs include accrued termination fees on

major equipment contracts. FPL is negotiating to reduce these termination fees from the contracted
amounts,
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Florida Power & Light Company, 700 Universe Bivd, Juno Beach, FL 33408-0420

@

FPL.

NOTICE OF TERMINATION FOR CONVENIENCE

June 6, 2007

Dear Mr

In accordance with Section 15.3(a) of the Agreement, FPL for its convenience hereby
terminates the Agreement effective as of June 6, 2007.

Sincerely,

FLORIDA POWER & LIGHT COMPANY

2 i, 7 D re

Richard Blanchette
Director - Construction

cc: Myron Brase
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CONFIDENTIAL

Re:  Glades County (SFSFP)
Matter # 053970

Dear Peter:

While we ot wish to be gverly fi in our engagement of outside counse), we want to inform
you an of our policies conceming the engagement of the Firm,
fees and billing arrangements, and to otherwise confirm our understanding as to the terms and

conditions under which the Firm will provide legal services, as requested, for Florida Power & Light
Compeny, (“FPL™) relating to the above matter.

As a condition to its engagement by FPL, the Firm agrees to perform the requested legal services in
accordance with the FPL Policies and Procedures for Outside Counsel (as of May 1, 2006) and
attached hereto as Exhibit A (the “Policies and Procedures”) and as the same may be revised and
issued periodically in the future. Charges for all professional services, including representation
initiated in prior years, will be based on the new Policies and Procedures as of its effective date. The
undersigned has been designated as FPL's “responsible legal staff member” for purposes of

supervising your Firm’s engagement and assuring the Firm’s compliance with the Policies and
Procedures.

Please complete the Firm's Proposed Rate Schedule (using the form attached hereto as Exhibit B)
listing the attorneys and paralegals who you propose will work on this matter and indicating their
respective proposed hourly rates. No other attorneys or paralegals shall work on this matter without
approval of the undersigned. Our expectation is that your quoted rates are for the duration of the
matter assigned. Any request for permission to change hourly rates or billing structure prior to the
oo conclusion of a matter must be made in writing to me along with arevised Proposed Rate Schedule.

. [For new.outside counsel only: Also, a Form W-0 is attached for your completion and retam fo e ... . |

All services should be billed on a monthly basis and the bilis sent to the folldwing address:

Jack Leon, Scrior Attorney
Florida Power & Light Company
P.O. Bax 029100

Miami, F1. 33102-9100

SOURCE P2/
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Bills should provide a concise description of services for which time is billed, the lawyer or other
professional at your Firm performiog the services (initials and a key is sufficient), and the time
expended on that task, all in accordance with tbe attached Policies and Procedures. Also, all invoices
must show the above-referenced matter name and Project or Cost Center number. Please do notuse a
general matter number to lump together matters that are for different affiliate entities. If you have
more than one mailer representing FPL and/or its affiliates, please submit scparate invoices for each
matter and for each company.

We also request you provids within one week 2 monthly budget of your expected fees and exi)enses
to be incurred during your engagement in this matter. We will also be requesting, on a quarterly

basis, that you provide us with a listing of any outstanding invoices as of the close of any calendar
quarter.

If you have any questions regarding the terms of your engagement, please call me. We will

appreciate your signing and retuming a copy of this letter and the Proposed Rate Schedule at your
earliest convenience.

We are pléased to establish this relationship with the Firm and look forward to working with you.

Very truly yours,

S

Harris Rosen

AGREED and ACCEP

Attachments

FPL - ENGAGEMENT LETTER FOR OUTSIDE COUNSEL
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AMtorneys and Counselors

October 19, 2006

" Pamela Rauch

Florida Power & Light Company
700 Universe Boulevard .
Juno Beach, FL 33408-0420

Re:  Engagement Letter for Glades County Project - Matter No. 053970

Dear Pam:

Enclosed please find the engagement letter that Harris Rosen sent to me regarding the above-
referenced matter. Thave signed the letter reflecting our firm's agreement to perform the requested
legal services in accordance with the FPL Law Department's Policies and Procedures for Qutside
Counsel. We have added Carolyn Raepple and David Powell as authorized attorneys on the
“Proposed Rate Schedule” (Exhibit B) for this matter, in accordance with discussions with Haris.

Please note that our firm has traditionally adjusted hourly attorney billing rates annually. 1
anticipate that the rates reflected in your letter of engagement will remain in effect through the end

of 2006. At that time, the firm may request an adjustment consistent with our then-applicable billing
rates,

As we have for more than 25 years, our firm appreciatés the opportunity to work with FPL.
and we highly value our relationship with the Company. I look forward to working closely with
you to license the Glades County Project.

Sincere]

Post Oifice Box 6526 Tallahassee, Flarids 32314 123 Sowth Calroun Shiset (3230))  BS02227500 8502248551 fax  wwwhgslawcom
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Audit Request #5
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#% Navigators

RS ANDERSON *MURPHY»PITTS» CONDA

MEMORANDUM

To: Jon Wadsworth, Bracewell & Giuliani, LLP
On behelf of Florida Energy Partnership

From: Sarah Bagscom, Navigators

Re: Proposal

Date: January 26, 2007

Thank you for the opportunity to present this preliminary proposal 1o you on behalf of the
coalition, Florida Energy Partnexship.

As we have discussed, we believe that we are uniquely suited to partner with your
existing team to serve as strategic communications and media management advisors, as
well as to serve as the on the ground daily contact for your effort. Having served as
communications advisors and spokespersons for numerous corporations, associations,
lawmakers and various goal-driven projects, we believe we have the experience and
expertise the Florida Energy Partnership is looking for in Fiorida.

Please note that the attached proposal is pertaining to coniract work for Navigators, and
in po.way proposes or allows for Navigators or Sarah Bascom to serve as an officer or
official with the incorporated coalition. Navigators and/ot Sarah Bascom cannot be listed
on any legal or filed documents and will not be liable or responsible for the coalition or
its efforts. If you decide to retain Navigators for the services tisted in this proposal, this
provision will be Jisted in the contract provided from Navigators, LLC.

Should you have any questions, please do not hesitate to contact Sarah Bascom at 850-
222-2140 or via cell phone at 850-294-6636. Additionally, I can be reached via ernail at

We look forward to discussing our proposal with you.

Gidual. Loblyile, pAAUE Holglle, tir

s il tandsy 7 b el 4170l
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AUDIT FINDING NO. 3 CONF IDENTML

SUBJECT: LEGAL SERVICES, LOBBYING, COMMUNITY OUTREACH, & PUBLIC
RELATION

AUDIT ANALYSIS: Fiorida Power & Light incurred legal services, lobbying, community
outreach, & public relation for the Glades Power Park Project.

Description
Lobbying - Strat Comm Mh

TOTAL

Customer Survey -—

TOTAL

by 57 64043

Outreach & Community Coordina or
TOTAL % 1,369,536.14
Copy of Edlucational Mgterials for Comrynity Outreach
TOTAL Wl 12,396.00
404 867.20

n";"

|
‘M,gglstomer surveys are image enhancing. Lobbying has not
he Comr)a;ssion in prior rate cases.

fiia

N i
EFFECT ON LEDG fﬁ&fﬁ’his finding is for informational purpose only.
g

EFFECT ON THE FTLING: This finding is for informational purpose only.
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@ Relocation Costs CONFIDENTEAL

Item # Description Amount
25 Blanchett Relocation 52,029.40
CcD Blanchett Relocation 14,059.50
CcD Blanchett Relocation 12,000.00
CD Blanchett Relocation 5,992.96
57 Thuy Le Relocation 27,168.12
58 Thuy Le Relocation 15,064.85
126,314.83 43-211

tem# Vice President of Engineer Travel Expense
@ 93 The primary vendor for the advanced technology 4,148.14 433 (4
considered at the FGPP project are located in -

Japan. The trip to Japan was taken by Vice-
president of

greering & Construction to solicit 434
favorable equipmentprising for three major pie -
@ oo Qudit dmobing— 2 (43-3/81
Outreach, Public Relations, & Lobbying
item # Description Amount Ref

Lobbying
68 24,075.33 43-3/7
75 38,217.37 4337
76 25,925.00 43-3/8
CcD 10,000.00 )
CD 5,000.00
CcD 15,126.66
CD 23,116.84
CD 12,785.22
co 10,090.67

10,000.00
@a 174,337.09 _43-3/22-2

TOTAL

T
32 1,312.02 43:3)8_
101,312.00 —43-3/22-2

Customer Survey

40

46,368.00 43-3/19
74

36,978.00 J43-3/19

[ §7 83,346.00 43-3/22-2

78 3,616.56
co 26,599.50 .
oD 551120 SOQURCE_DR # | s(433
cD 4,698.57
cD 840.00
cD 8,363.10
cD 6,340.41
cD 1,680.00
) e - s
—
& Community Coordinator
30 T 80,644.50 4336
31 124,221.35 43-3/6

, — 11,462.26 4338 2.3
Jq}wﬁ%y # 3 @_;3_/3; - %

C:\Data Files\Glade Power\Copy of FGPP Project Costs details.xis P.1
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Outreach & Community Coordinator

80,644.50
124,221.35
11,462.26
172,208.81
56,524.12
21,500.00
138,841.14
150,468.93
122,776.47
53,322.27
101,814.24
82,253.71
73,121.98
164,509.80
3,616.56

12,250.00
TOTAL 1,369,536.14

Copy of Educational Materials for Community Outreach

Color Copies-K DEPP 1,792.00
Glades Collateral Copies 2,300.00
Color Copies-K DEPP 3,404.00
Glades Collaterat Copies 4,900.00
TOTAL Z é j 12,396.00
Legal Services,
Legal Services 23,883.40
Legal Services 23,375.22
Legal Services 43,080.85
Fple chg back Jan 06FPL ENERGY 2,811.02
Fple chg back Mar 06FPL ENERGY 3,490.37
Fple chg back Aug 06FPL ENERGY 3,482.25
Fple chg back Jun 06FPL ENERGY 4,050.77
Fple chg back Sep 06FPL ENERGY 4,237.55
Fple chg back Jan 07FPL ENERGY 4,505.19
Fple chg back Oct 06FPL ENERGY 5,239.65
Fple chg back June OFPL ENERGY 5,406.34
Fple chg back Feb 07FPL ENERGY 5,412,391
Fple chg back May 07FPL ENERGY 5,723.78
Fple chg back Apr 06FPL ENERGY 6,308.03
Fple chg back Aug 08FPL ENERGY 6,980.56
Fple chg back Apr 07FPL ENERGY 7,072.40
Fplte chg back Feb 06FPL ENERGY 7,223.43
Fple chg back Mar 07FPL ENERGY 7,992.38
FPLE CHG BACK ACCRUAL 8,599.54
Fple chg back Apr 07FPL ENERGY 8,679.57
Fple chg back Jul 06FPL ENERGY 9,175.95
Fple chg back Dec O6FPL ENERGY 9,966.28
Fple chg back Mar 06FPL ENERGY 10,274.40
Fple chg back Jan 07FPL ENERGY 10,389.00
Fple chg back Nov 06FPL ENERGY 11,025.11
Fple chg back Mar 07FPL ENERGY 11,348.77
Fple chg back Jun 06FPL ENERGY 12,111.00
Fple chg back June OFPL ENERGY 12,148.62
Fple chg back Sep 06FPL ENERGY 12,985.00
Fple chg back Feh 07FPL ENERGY 13,083.57
Fple chg back Nov 06FPL ENERGY 13,171.10
Fple chg back Jul C6FPL ENERGY 14,012.17
Fple chg back Mar 07FPL CNERGY 14,502.95

C:\Data Files\Glade Power\Copy of FGPP Project Costs details.xls

43-3/6
43-3/6
43-3/6
43-3/6
43-3/6
43-3/6

43-3/22-2

43-3p.7
43-3p.7
43-3 p.7
433 p.7

43-3/20
43-3/20
43-3/20

3

P.2



CD
CcD
cD

Fple chg back June OFPL ENERGY 17,250.00
Fple chg back Dec 06FPL ENERGY 20,321.94
Fple chg back May 07FPL ENERGY

25,565.73
TOTAL Z g 2404,867.20 43-3/22-2
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20075461450
20670651450
200796 51450
20076651450
200166 51450
250705 51450

230706

6 51450

200706 51450

20061085000

200703 51450
20070351450

200704 51250
200706 51450
200764 51450
2007C6 51450

=

w»

~

9

LY

OO

CCDEVX

CCOEVX

. CCoEVX
“cepEvX
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CCDEVX
‘CCDEVX
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STATEWIDE SURVEY_ MCLAUGHLIN

CCDEVX
_CCDEVX

CCLEVX

CCDEVX
CCDEVX
CCTEVX

00148 0692 . 3
o018 0692 98 1473
00148 0692 s8 1473
(00148 0692 ‘98 1473
100148 0692 198 1473
00146 0692 (98 1473
00148 0692 68 1473
C0148 98 1473
00148 2 98 1473
00148 0692 ‘98 1473
""Toota8  opo3 98 1492
00148 0603 98 | 73
00148 0692 €8 4713
00148 0692 .98 1637
co148 . : 1473
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00148 1473

00148
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Title: Lt

'82,253.71.
. 7312198

122,776.47:
| 56,524.12:

[
B
0
o3
o

00 . 2450000 BT
TOTAL ‘136553612 43 -3 /_-,_,_,f
s e e e |

EEE R EE YR EE

24,075.33:
10,000.00°
5,000.00
38,217.37
£ 15,126,66
23,316.84
12,785.22

o 8200 M 46,368.00"
0 6200 M 35978.00.

T TotAL 83,346.00
0 6200 M 26,599.50
0 6200 M 5511.29 10 183675 CON_
o 6200 M 4.698.57 1'p 183675 CON
o 6200 M 840.00 10 183875 CON
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200612 65500
203704 51450
260612 52459

200602 52450

200604 52450

1200609

52450
200607 52

200610 52450
200703°52450
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00148
00143
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Fple chg back FPL ENERGY
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ECIUNO
LAWDEV
LANDEV

ECJUNO

ECIUND
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00148
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00148
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Lot

0831 g8 983 606
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s
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M
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0 UM aes000 [ 30 183675
0 0 Mo 3.616.56 00 183675
TOTAL T Gipwds H3-3/53-%
K M 2,811.02 :183520
Lo M 3, ) 20
[ ™ -
0, M
o M
s M ;
.0 M
0 M : )
9 ™ saizar |
,,,,,, o M 5,723.78
.9 M _6.308.03
0 Mo 6,980.56.
L] M i 107240
K ™ : 7,223.43
o M [ - X
I M 8,599.54°
o .M .8.679.57
.0 M 817595 00
o M .. 996628
o 0 M 10,274.40
e O M 10,389.00
o M 11,025.11 3675
0 M 11,348.77 183675
. 0 M 12,111.00-
0 M 12,1462, 13675
0 M 12.985.00 183675
o M 13,063.57 183675
) ™ 13,171.10 183675
o M L. 101237, 183675
o M .. 1450295 183875
[ M 17.250.00: 183675
o [ 20,321.94 00 1838575
B o M 2337522, 00 183675
o M 2388340 00 1183875
0 M 25.565.73 oo ‘183675
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Interrogatory No. 4
Page 1 of 1

Q.
Please explain how each of the termination costs was determined.

A.
Contractual conditions providing for the recovery of costs incurred by equipment manufacturers
and Engineering, Procurement and Construction (EPC) Contractors upon termination of
agreements is normal and customapgin the power generation industry. In the case of the FPL
{us 23/t Glades Power Park (FGPP) Pro;ec@'he contracts that contained termination provisions were the
EPC Contract, and the Agreements for the supply, fabrication and delivery of the Stearn

Generators (Boﬂers) Stea; ¢ Generators (STGs) and Air Quality Control System
(AQCS) 3-3

Power generation engineering and equipment, being highly complex, takes a considerable
amount of time to design, purchase, fabricate and deliver the work. After a supplier receives a
Notice To Proceed (NTP) with the work, they begin design activities, they reserve time slots in
shops for fabrication, and they begin ordering commodity materials such as steel for rotor
forgings for turbines, tube and header material for boilers and long lead high demand
components such as high alloy content steel commodity materials. Performing engineering work,
reserving shop space and placing orders for equipment and commodity materials requires that the
suppliers make cash commitments. Normally, the purchasers of power generation work do not
begin making large payments to suppliers until major pieces of the work are delivered to the site.
Because of this, the suppliers find themselves in a situation where their expenses exceed their
revenues until much of the equipment is delivered. Suppliers protect themselves from exposure
to cancellation by negotiating termination provisions that allow them to recover their costs
should the agreements be terminated before the work is delivered and invoiced.

Each supplier quoting the FPL Glades Power Park project included a schedule of termination
values that increased over time. They determined their schedules of values based on a balanced
analysis of what their expenses would be and their view of what the market would allow. Each
supplier has different work loads, capabilities, inventories, shop space and agreements with
sub-suppliers. Therefore, the range of termination provisions amongst the suppliers can differ.

During negotiations with the suppliers, FPL endeavored to protect its customers from termination

exposure by negotiating optimal termination provisions given project schedule and market
conditions.

In order for the work to be delivered to the site in time to meet the required commercial operation
date, the EPC Contractor and the STG, Boiler and AQCS equipment suppliers required that a
Limited Notice To Proceed (LNTP) be issued once the succcssful supplier was selected.
Termination exposure bcgan once a nohcc to proceed w.
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