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DATE: June 9, 2006

TO: Ralph J. Von Fossen, Economic Analyst, Division of Economic Regulation

FROM: Denise N. Vandiver, C%iej of Auditing, Division of Regulatory Compliance &
Consumer Assistance \

RE: Docket No: 060007-EI Company Name: Progress Energy Florida, Inc.

Audit Purpose: Environmental Cost Recovery Clause (ECRC)
Audit Control No: 06-044-2-1

Attached is the final audit report for the utility stated above. I am sending the utility a copy of
this memo and the audit report. If the utility desires to file a response to the audit report, it
should send the response to the Division of Commission Clerk and Administrative Services.
There are no confidential work papers associated with this audit.
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BUREAU OF AUDITING
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DIVISION OF REGULATORY COMPLIANCE AND CONSUMER ASSISTANCE
AUDITOR’S REPORT

May 22, 2006

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 Progress Energy Florida in
support of its filing for the Environmental Cost Recovery Clause in Docket No. 060007-EI.

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.



OBJECTIVES AND PROCEDURES:
REVENUES

Objective: - To verify that Environmental Cost Recovery Clause (ECRC) revenue and KWH
sold as filed were completely and properly recorded on the books of the company.

Procedures: - We compiled Environmental Cost Recovery revenues and agreed to the filing.
We recomputed ECRC revenues using approved FPSC rate factors and company provided KWH
sales and verified that the rates used comply with Commission Order. We reconciled the filing
to the General Ledger and recalculated the energy charge for customer bills selected from
various rate classes and determined that the company used the rates approved by the
Commission.

EXPENSES

Objectives: - To verify that the Environmental Costs agree to the general ledger and reconcile to
the books and records of the company.

Procedures: We traced Environmental Costs accounts to the general ledger.
Objectives: To verify that all negative depreciation expense is shown on Form 42-8A.

Procedures: We reviewed Form 42-8A, and found the company did not have negative
depreciation.

Objectives: To reconcile Plant in Service and depreciation expense for the capital project.
Procedures: We recalculated depreciation expense.
Objectives: To verify that the most recent Commission approved depreciation rates are used.

Procedures: We compared the rates approved in Commission Order No. PSC-99-2513-FOF to
the rates used in the filing and verified that the most recent Commission rates were used.

Objectives: To verify that dismantlement expense is not included in depreciation expense.
Procedures: We verified that dismantlement expense is not included in depreciation expense.

Objectives: To verify that where an ECRC project involves the replacement of existing plant

assets, the company is retiring the installed costs of replaced units of property according to Rule
25-6.0142(4)(b).

Procedures: We reviewed the ECRC filing and did not find any replacement of existing plant
assets.



Objectives: To verify calculation of monthly depreciation expense offsets required by Order
No. PSC-99-2513-FOF-EI to adjust ECRC costs for retirements and replacements recovered
through base rates.

Procedures: We recalculated the monthly depreciation amounts in the 2005 ECRC filing.

Objectives: To reconcile actual O&M projects costs for a statistical sample or a judgment
sample of the O&M projects listed in Form 42-4A.

Procedures: We selected a sample of invoices and then traced those invoices to the original
documents. We examined the invoices to determine that the following properties were correct:
amount, account and time period.

Objectives: To report the monthly SO2 allowance expenses for 2005 including revenues,
inventory amounts, expensed amounts, and the amount included in working capital.

Procedures: We reviewed the monthly SOz allowance expenses, and traced it to a transactions
detail report, invoices and general ledger. We found that the SOz2 is included in working capital
account.

Objectives: To verify that PEF compiled with the netting requirements for the costs of
environmental studies on power plant cooling water intake structures pursuant to Order No. PSC-
04-0990-PAA-EL

Procedures: We verified that PEF did not record cooling water costs in the 2005 ECRC filing.

TRUE-UP

Objectives: - To determine if the True-up Calculation and interest provision as filed was
properly calculated using the FPSC approved interest rates.

Procedures: - We recomputed 2005 ECRC true-up and interest using the FPSC approved
recoverable true-up amount, interest rates and jurisdictional separation factor.
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