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Attached is the final audit report for the utility stated above. I am sending the utility a
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papers associated with this audit.

DNV:sbj
Attachments

Copy: Division of Regulatory Compliance and Consumer
Assistance (Hoppe, District Offices, File Folder)
Division of Commission Clerk (2)
Division of Competitive Markets and Enforcement (Harvey)

General Counsel
Office of Public Counsel

Mr. Paul Lewis, Jr.

Progress Energy Florida

106 E. College Ave., Suite 800
Tallahassee, FL 32301

Mr. John T. Burnett

Progress Energy Svs Co., LLC
P.0. Box 14042

St. Petersburg, FL 33733-4042

DOCUME

NTOA

04206 &

FPSC-C

~ -
GHMi

BN AT

iu 43 S

SO0 CLEX



FLORIDA PUBLIC SERVICE COMMISSION

DIVISION OF REGULATORY COMPLIANCE AND CONSUMER ASSISTANCE
BUREAU OF AUDITING

TAMPA DISTRICT OFFICE

PROGRESS ENERGY FLORIDA
CAPACITY COST RECOVERY AUDIT
HISTORICAL YEAR ENDED DECEMBER 31, 2006

DOCKET NO. 070001-EI
AUDIT CONTROL NO. 07-022-2-4

"

Sz{non O. Ojada, Audit Manager

Joseph Wohrbacher, Tampa District Supervisor




IL.

IIL

TABLE OF CONTENTS

AUDITOR’S REPORT PAGE
PURPOSE ...ccvriitiimnninisiiiiiniinsisssaisisssisississiiimeissisismssssimseas s ssnssssssassssassssssssaes 1
OBJECTIVES AND PROCEDURES........ccciituriiiiiiimerniiiiiiiissiisiseninstssssssessmmesnsenes 2
AUDIT FINDINGS

INCREMENTAL SECURITY COSTS —NRC FEE.....c.ccoccitiiivmniuiiiinsinenninrarennennnone. 4
EXHIBITS

FINAL TRUE-UP CALCULATION - 12 MONTHS ENDED 12/31/06.....ccccociiiiiiniaciaaans 5



DIVISION OF REGULATORY COMPLIANCE AND CONSUMER ASSISTANCE
AUDITOR’S REPORT

May 10, 2007

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
Capacity Cost Recovery in Docket No. 070001-E1.

This audit is performed following general standards and field work standards found in the AICPA
statements on Standards of 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 Capacity Cost Recovery Clause (CCRC) revenue and KWH sold as filed
were completely and properly recorded on the books of the company.

Procedures: - We compiled Capacity Cost Recovery (CCR) revenue and agreed to the filing.
Recomputed CCR revenues using FPSC approved rate factors and company provided KWH sales. We
reconciled the revenue in the filing to the general ledger using the utility “revenue recap” report on a test
basis. We selected a group of customer bills for one month and recalculated each to verify that FPSC
approved rates were in use in the customer billing system.

EXPENSES

Objectives: - To verify that the Capacity Costs agree to the general ledger and are reconcilable to the
books and records of the company.

Procedures: - We recomputed capacity costs and agreed to the general ledger.

Objective: - To verify that transmission revenues derived from non-Energy Broker Network, wholesale
energy sales were credited to the clause per Order PSC-99-2512-FOF-EL

Procedures: - We traced transmission revenues derived from non-separated, non-Energy Broker
Network, wholesale energy sales from company books to the capacity clause filing.

Objectives: - To spot check a power contract to verify that the invoice for capacity purchase amounts are
recorded according to the terms and conditions of the contract.

Procedures: - We verified the purchase power contract rates and terms between Progress Energy Florida
and qualifying facilities to capacity payment calculations for the month of April, 2006.

Objectives: - To verify that security costs recovered in the capacity clause are incremental to the security
costs included in base rates, consistent with the method approved by Order No. PSC-03-1461-FOF-E], in
Docket No. 030001-EI, issued December 22, 2003.

Procedures: - We verified the computation of the components of incremental security costs in
accordance with Order No. PSC-03-1461-FOF-EI. We agreed incremental security costs to the general

ledger.



Objectives: - To verify that the amount of NRC fee paid and the recoverable portion of the incremental
NRC fee increase amount are consistent with the percentage approved for recovery through the clause in
Order No. PSC-03-1461-FOF-EI, in Docket No. 030001-EI, issued December 22, 2003.

Procedures: - We reviewed the 2006 NRC fee invoices and the calculation of the recoverable portion
approved for recovery in PSC Order No. PSC-03-1461-FOF-EL The utility overstated NRC incremental
security cost. Audit Finding No. 1 addresses this issue.

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: - Recomputed 2006 CCRC true-up and interest using the FPSC approved recoverable true-
up amount, interest rates and jurisdictional separation factor.



AUDIT FINDING NO. 1
SUBJECT: INCREMENTAL SECURITY COSTS - NRC FEE

AUDIT ANALYSIS: The Commission authorized Progress Energy Florida (PEF) to recover 62
percent of the NRC fee increase from 2002 to 2003 in Order No. PSC-03-1461-FOF-EL in Docket No.
030001-EI, issued December 22, 2003.

The utility overstated its incremental NRC fee by $104,520 in its true-up filings. According to the
utility, during 2006, quarterly NRC invoices were received. Of the invoiced amounts, $100,500 per
quarter represents incremental NRC fees related to Homeland Security. At the end of the 3rd quarter,
$301,500 had been posted to the incremental security account. The authorized amount recoverable is
$249,240 ($402,000 x 62%); therefore, an adjustment was booked for $52,260. The entry incorrectly
added to the amount put through the capacity clause rather than decreasing the amount. The utility has
agreed to make the correction during 2007.

EFFECT ON THE GENERAL LEDGER IF FINDING IS ACCEPTED:

5240000 Nuclear Power Expense $104,520
5240001 Recoverable Misc. Power Expense $104,520

EFFECT ON FILING IF FINDING IS ACCEPTED:

Incremental Security Cost will be reduced by $104,520.
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