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DIVISION OF REGULATORY COMPLIANCE AND CONSUMER 
ASSISTANCE 

AUDITOR'S REPORT 

April 6,2005 

TO: FLORIDA PUBLXC SERVICE COMMISSION AND OTHERINTERESTED PARTIES 

We have applied the procedures described later in this report to audit the accompanying 
Capacity Cost Recovery Clause True-up schedules for the historical twelve month period ended 
December 31, 2004 for Progress Energy Florida (PEF). These schedules were prepared by the 
Utility as part of its petition for cost recovery in Docket 05OOO 1-ET. No confidential information is 
associated with this audit. 

This is an internal accounting report prepared after performing a limited scope audit. 
Accordingly, this report should not be relied upon for any purpose except to assist the Commission 
staff in the performance of their duties. Substantial additional work would have to be performed to 
satisfy generally accepted auditing standards and produce audited financial statements for public 
use. 
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SUMMARY OF SIGNIFICANT PROCEDURES 

Our audit was performed by examining, on a test basis, certain transactions and account 
balances which we believe are sufficient to base our opinion. Our examination did not entail a 
complete review of all financial transactions of the company. Our more important audit procedures 
are summarized below. The following definitions apply when used in this report: 

Compiled - The exhibit amounts were reconciled with the general ledger, and accounts were 
scanned €or error or inconsistency. 

Verify - The item was tested for accuracy, and substantiating documentation was examined. 

REVENUE: Compiled Capacity Cost Recovery (CCR) revenue and agreed to the filing. 
Recomputed CCR revenues using approved Florida Public Service Commission (F'PSC) rate factors 
and company provided KWH sales. Reconciled Utility "revenue recap" report to the general ledger 
on a test basis. Tested customer bills on a spot-check basis to verify that approved rates were in use 
during 2004. 

EXPENSES: Performed analysis of capacity and incremental security costs based on prior years and 
current year charges. Compiled capacity costs and total security costs. Agreed capacity costs to 
Progress Energy Florida (PEF) billing statements. Performed audit test work of capacity cost 
payments to verify that QualifLing Facilities were paid according to contract for electric power 
supplied to the utility. Reconciled capacity charges to the General Ledger. Verified that security 
costs recovered in the capacity clause are incremental to the security costs included in base rates. 

TRUE-UP: Recomputed Capacity Cost Recovery Clause true-up and interest using FPSC approved 
amounts and interest rates. 

OTHER: Analyzed the recoverable portion of the Nuclear Regulatory Commission fee. Performed 
analytic a1 review . 
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Disclosure No. 1 

Subject: Full and Incrementa1 Security Costs 

Statement of Fact: Electric utilities have been instructed to implement additional secudy 
measures since the September 1 1,200 1 attacks by authority ofthe Maritime Transportation Security 
Act and Nuclear Regulatory Commission (NRC) Order No. EA-02-026. 

PEF has recorded the following amounts in its books and records for security expenses: 

_LI Year 
2002 
2003 
2004 

Full 
Amount 
$143 18,094 
$10,185,626 
$19,304,9 10 

Incremental 
Amount 
$433 1 ,I 24 
$1,497,3 19 
$8,425,115 

The previous audit stated that 2002 incremental security expenses of $4,83 1,124 were the result of 
PEF’s action to comply with NRC Order No. EA-02-026 and are properly recovered through the 
Capacity Cost Recovery Clause. 

The auditor of the 2003 CCRC clause tested the security expenses and accepted the $1,497,3 19 of 
incremental security costs as being properly recoverable through the CCRC clause. 

Audit Opinion: In the 2004 audit, we find that PEF has claimed $8,425,115 of incremental security 
costs. Of this total $4,462,291 was expended for capital projects. Audit staff tested two large 
projects, the Manned Defensive Fighting Positions for $1,184,786 and the Perimeter, Lighting, 
Systems (MTSA) for $4,096,368. 

Audit testing of these transactions has indicated they are properly recoverable for CCRC purposes in 
2004. 
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3AESS ENERGY FLORIDA, INC. 
ZDULE A12 - CAPACITY COSTS 
THE PERIOD JANUARY - DECEMBER 2004 
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