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Purpose 

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 11, 2012. We have applied these procedures to the attached schedule prepared by 
Progress Energy Florida, Inc. and to several of its related schedules in support of its 2011 
Nuclear Cost Recovery Clause for its construction cost expenditures for the Crystal River 3 
Uprate activity in Docket No. 120009-EI. 

This audit was performed following General Standards and Fieldwork Standards found in 
the AICPA Statements on Standards for Attestation Engagements. Our report is based on 
agreed-upon procedures. The report is intended only for internal Commission use. 
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Objectives and Procedures 

Information 

Definitions 

“Construction Costs” are costs that are expended to construct the nuclear power plant, but not 
limited to, the costs of constructing power plant buildings and all associated permanent 
structures, equipment and systems. 

Abbreviations 

CCRC Capacity Cost Recovery Clause 
NCRC Nuclear Cost Recovery Clause 
PEF/Company Progress Energy of Florida, Inc. 

General 

Objective: Our overall objective in this engagement was to verify that the Company’s 201 1 
NCRC filings in Docket No. 120009-E1 are consistent and in compliance with Section 366.93, 
F.S., and Rule 25-6.0423, F.A.C. 

Procedures: We performed the following specific objectives and procedures to satisfy the 
overall objective identified above. 

Specific 

Objective: Our objective was to verify that the Company’s filing is properly recorded on its 
books and records according to the Uniform System of Accounts (USoA). 

Procedures: We reconciled the Company’s filing to its general ledger and verified that the costs 
incurred were posted to the proper accounts. 

Objectives: Our objectives were to verify that: 1) Schedule T-1 - Summary of Jurisdictional 
Recovery Amounts is accurately calculated, and, 2) They include the correct balances from the 
supporting schedules of the Company’s 201 1 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 201 1 NCRC 
filing. 

Objectives: Our objectives were to verify that: 1) Schedule T-2.3 - Construction Plant 
Additions, Expenditures, and Carrying Cost is accurately calculated, and, 2) They include the 
correct balances from the supporting schedules of the Company’s 201 1 NCRC filing. 

Procedures: 
Schedule T-2.3 to the supporting schedules in the Company’s 2011 NCRC filing. 

We reconciled the monthly construction carrying cost balances displayed on 
We 

2 



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. 

Objectives: Our objectives were to verify that: 1) The Deferred Tax Return Requirement 
amounts displayed on Schedule T-3A.3 - Construction Carrying Cost on Deferred Tax Asset 
which roll forward to Schedule T-1, are accurately calculated, and, 2) They include the correct 
balances from the supporting schedules of the Company’s 201 1 NCRC filing. 

Procedures: We reconciled the monthly construction deferred tax carrying cost accruals 
displayed on Schedule T-3A.3 to the supporting schedules in the Company’s 201 1 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-EI. 

Objectives: Our objectives were to verify that: 1) The Construction Period Interest (CPI) 
amounts displayed on Schedule T-3B.3, which roll forward to Schedule T-3A.3, are accurately 
calculated, and, 2) They include the correct balances from the supporting schedules of the 
Company’s 201 1 NCRC filing. 

Procedures: We reconciled and recalculated a sample of the monthly CPI accruals displayed on 
Schedule T-3B.3 to the supporting schedules in the Company’s 2011 NCRC filing. We 
recalculated the Company’s CPI rate and reconciled the component balances to the Company’s 
general ledger. 

Objectives: Our objectives were to verify that: 1) The CCRC Recoverable Operation and 
Maintenance (O&M) Expenditure amounts displayed on Schedule T-4, which roll forward to 
Schedule T-1, are accurately calculated, and, 2) The O&M expenditures are supported by 
adequate source documentation. 

Procedures: We recalculated a sample of the monthly recoverable O&M expenditures 
displayed on Schedule T-4 of the Company’s 201 1 NCRC filing. We sampled and verified the 
O&M cost expenditures and traced the invoiced amounts to supporting documentation. We 
verified a sample of salary expense accruals and recalculated the respective overhead burdens 
the Company applied. 

Objectives: Our objectives were to verify that: 1) The jurisdictional nuclear construction 
expenditures, displayed on Schedule T-6.3, which roll forward to Schedule T-2.3, are accurately 
calculated, and, 2) The capital additions are supported by adequate source documentation. 

Procedures: We recalculated a sample of monthly jurisdictional nuclear construction accruals 
displayed on Schedule T-6.3 of the Company’s 201 1 NCRC filing. We sampled and verified the 
capital cost expenditures and traced the invoiced amounts to supporting documentation. We 
verified a sample of salary expense accruals and recalculated the respective overhead burdens 
that the Company applied. 
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Audit Findings 

Finding 1: Operations and Maintenance Expense 

Audit Analysis: The Company’s Final True-Up Filing includes $498,775 ($460,738 
jurisdictional) as Recoverable O&M Expenditures on Schedule T-4. The $498,775 represents 
the net of $543,443 in O&M costs after deducting ajoint owners’ credit of $44,668. 
Descrivtion 
Accounting 
Corporate Planning 
Legal 
Tax 
Total 
Joint-Owner Credit 
Adjusted Total 

Amount Percent 
$63,349 11.7% 
114,225 21.0% 
35 1,915 64.8% 

2.6% 
$543,443 100.0% 
(44.668) 

$498,775 

The $351,915 in legal costs listed above is further defined below. 
Descrivtion 
Legal Invoices 
Employee Labor 
Employee Benefits 
Total 

AmOunt 
$338,619 

8,654 

$35 1,915 

We requested the Company to provide supporting documentation for 14 legal invoices totaling 
the $338,619 identified above. 

The Company’s initial response was followed by our request for additional information for 
specific line charges on IO of the 14 legal invoices that we reviewed. Subsequent discussions 
resulted in the Company stating that $12,683 ($11,716 jurisdictional) of legal fees would be 
removed from the 201 1 CR3 Uprate filing. The company stated that it would account for this 
correction in its 2012 filing. 

We will revisit this issue in the CR3 Uprate filing for year 2012 to ensure that the adjustment 
was made and properly posted. 

Effect on the General Ledger: None 

Effect on the Filing: None 
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Exhibit 

Exhibit 1: Summary of Jurisdictional Recovery Amounts 
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