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OFFICE OF AUDITING AND PERFORMANCE ANALYSIS 

AUDITOR’S REPORT 

APRIL 30,2010 

TO: FLORIDA PUBLIC SERVICE COMMISSION 

We have performed the procedures described later in this report to meet the agreed upon 
objectives set forth by the Division of Economic Regulation in its audit service request dated 
January 6, 2010. We have applied these procedures to the attached schedules prepared by 
Progress Energy Florida, Inc. in support of its 2009 Nuclear Cost Recovery Clause relief for its 
site selection, preconstruction and construction cost expenditures in Docket No. 100009-EI. 

This audit was performed following general standards and field work standards found in 
This report is based on the AICPA Statements on Standards for Attestation Engagements. 

agreed upon procedures and the report is intended only for internal Commission use. 
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OBJECTIVES AND PROCEDURES 

GENERAL 

To verify that the company’s 2009 Nuclear Cost Recovery Clause (NCRC) filings in Docket No. 
090009-E1 are consistent and in compliance with Section 366.93, F.S., and Rule 25-6.0423, 
F.A.C. 

SPECIFIC 

Objective; Verify that the company’s filing is properly recorded on its books and records 
according to the Code of Federal Regulations (CFR) Uniform System of Accounts (USoA). 
Procedures: We reconciled the company’s filing to the general ledger and verified that the 
costs incurred were posted to the proper account. 

Objective: Verify that Schedule T-1 is accurately calculated and that it includes the correct 
balances from the supporting schedules of the company’s 2009 NCRC filing. 
Procedures: We reconciled and recalculated a sample of the monthly revenue requirement 
accruals displayed on Schedule T-1 to the supporting schedules in the company’s 2009 
NCRC filing. 

Objective: Verify that Schedules T-2.1, T-2.2 and T-2.3 are accurately calculated and that 
they include the correct balances from the supporting schedules of the company’s 2009 
NCRC filing. 
Procedures: We reconciled the monthly site selection, preconstruction and construction 
carrying cost balances displayed on Schedules T-2.1, T-2.2 and T-2.3, respectively, to the 
supporting schedules in the company’s 2009 NCRC filing. We recalculated the schedule and 
reconciled the Allowance for Funds Used During Construction (AFUDC) rates applied by 
the company to the rates approved in Order No. PSC-05-0945-FOF-EI, issued September 28, 
2005. 

Objective: Verify that the Deferred Tax Return Requirement amounts displayed on 
Schedules T-3A.1, T-3A.2 and T-3A.3 which roll forward to Schedule T-1, are accurately 
calculated and that they include the correct balances from the supporting schedules of the 
company’s 2009 NCRC filing. 
Procedures: We reconciled the monthly site selection, preconstruction and construction 
deferred tax carrying cost accruals displayed on Schedules T-3A.1, T-3A.2 and T-3A.3, 
respectively, to the supporting schedules in the company’s 2009 NCRC filing. We 
recalculated a sample of the monthly carrying cost balances for deferred tax assets based on 
the equity and debt components established in Order No. PSC-05-0945-FOF-EL 

Objecrivet Verify that the Recoverable O&M Expenditure amount displayed on Schedule T- 
4, which rolls forward to Schedule T-I, is accurately calculated and that it includes the 
correct balances from the supporting schedules of the company’s 2009 NCRC filing. 
Procedures: We recalculated a sample of the monthly recoverable O&M expenditures 
displayed on Schedule T-4 of the company’s 2009 NCRC filing. We sampled and verified 
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the O&M cost accruals and traced the invoiced amounts to supporting documentation. We 
verified company salary expense accruals and recalculated the respective overhead burdens 
the company applied. We reconciled the jurisdictional factors applied by the company to the 
eligible carrying cost to the factors approved in Order No. PSC-06-0972-FOF-EI, issued 
November 22,2006, in Docket No. 060007-El. 

6. Obiective: Verify that the jurisdictional nuclear construction amounts, displayed on 
Schedules T-6.1. T-6.2 and T-6.3, which rolls forward to Schedules T-2.1, T-2.2 and T-2.3. 
are accurately calculated and are supported by original source documentation. 
Procedures- We recalculated a sample of monthly jurisdictional nuclear construction 
accruals displayed on Schedules T-6.1, T-6.2 and T-6.3, respectively, of the company’s 2009 
NCRC filing. We sampled and verified the generation and transmission cost accruals and 
traced the invoiced amounts to supporting documentation. We verified a sample of company 
salary expense accruals and recalculated a sample of the respective overhead burdens that the 
company applied. We reconciled the jurisdictional factors applied by the company to the 
eligible carrying cost to the factors approved in Order No. PSC-06-0972-FOF-E1, issued 
November 22,2006, in Docket No. 060007-EL 
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AUDIT FINDING NO. 1 

SUBJECT: ABANDONED RAIL CORRIDOR COSTS 

AUDIT ANALYSIS: The company's filing on Schedule T- includes the following 
O&M expense balances for the 12-month period ending December 3 1, 2009. 

icremental 

Description 12-Month Total Jurisdictional Total 
A&G $2,109,869 $1,934, I I5  
Energy Delivery (36,698) (36,550) 
Nuclear Generation 1,668,697 1,564,453 
Transmission 759.109 535.908 

$4,500,977 $3,991,927 

Included in the Nuclear Generation cost identified above is an invoice totaling $330,000 which 
was paid to The Duncan Companies, Inc. The amount became due 30 days after Progress 
Energy's dccision to abandon thc rail corridor acquisition process based on the terms of a 
contract for services that was executed on May 16,2008. 

The decision to abandon the rail corridor as a bulk quantity delivery option for the Levy plant 
site was discussed in the direct testimony of Gamy Miller filed on March 2, 2009 in Docket No. 
090009-EI. 

The company maintains that costs incurred for the abandoned rail corridor are recoverable based 
on Rule 25-6.0423, F.A.C.* 

A company internal document states, 
" ... consultants fees und services, except as required for design or construction of a unit of 

property should be charged to O&M expense. Because no land was purchased for the rail 
corridor, Duncan Companies' fees were not required for design or construelion of a unit of 
proper&, and the fees are appropriately treated as O&M 

and further states, 
" ... the construction of new Nuclear facilities requires extensive project management to ensure 
critical activities are well planned and completed. These costs directly support key decisions in 
managing the Levy Nuclear Plant construction and associated activities. Likewise, the costs above 
are incremental and direct results of moving forward with the process of building a new nuclear 
plant. Due to the above facts, the O&M costs above are recoverable through the Capacity Cost 
Recovery Clause under Rule 25-6.0423 as incremental O&Mrelated to the Levy Nuclear plant. 

EFFECT ON THE FILING: None, provided as additional information for the staff analyst. 

Rule 25-6.0423, Nuclear or lnteerated Gasification Combined Cvcle Power Plant Recoveri, 2 
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EXHIBIT 2 
Page 2 of 2 
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EXHIBIT 8 
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EXHIBIT 10 
Page 2 of 2 
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EXHIBIT 11 
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