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DIVISION OF REGULATORY COMPLIANCE & CONSUMER ASSISTANCE
AUDITOR’S REPORT

JULY 17, 2008

TO: FLORIDA PUBLIC SERVICE COMMISSION AND OTHER INTERESTED PARTIES

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 March 27, 2008. We have applied these procedures to the
attached schedules prepared by Progress Energy Florida, Inc. in support of its 2007
filings for Nuclear Cost Recovery Clause relief in Docket No. 080008-Ei.

This audit was performed following general standards and field work standards
found in the AICPA Statements on Standards for Attestation Engagements. This report
i5 based on agreed upon procedures which are only for internal Commission use.




OBJECTIVES AND PROCEDURES

GENERAL

To verify that the company's 2007 Nuclear Cost Recovery Clause (NCRC} filings in
Docket No. 080009-El are consistent and in compliance with Section 366.93, F.S. and
Chapter 25-6.0423, F.A.C.

SPECIFIC

1.

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 USoA 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 2007 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 2007 NCRC filing.

Objective: Verify that the carrying cost amounts displayed on Schedule T-3, which
rolls forward to Schedule T-1, are accurately calculated and that they include the
correct balances from the supporting schedules of the company’s 2007 NCRC filing.
Procedures: We reconciled and recalculated a sample of the carrying cost accruals
displayed on Schedule T-3 to the supporting schedules in the company's 2007
NCRC filing. We recalculated a sample of the Allowance for Funds Used During
Construction (AFUDC) balances displayed as Other Adjustments in the filing and
reconciled the rates applied by the company to its approved AFUDC rates in Order
No. PSC-05-0945-FOF-EI, issued September 28, 2005.

Objective: Verify that the Deferred Tax Return Requirement amount displayed on
Schedule T-3A, which rolls forward to Schedule T-1, is accurately calculated and
that it includes the correct balances from the supporting schedules of the company’s
2007 NCRC filing.

Procedures: We reconciled and recalculated a sample of the monthly deferred tax
carrying cost accruals displayed on Schedule T-3A to the supporting schedules in
the company’s 2007 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.

Objective: Verify that the Construction Period Interest (CPl) amount displayed on
Schedule T-3B, which rolls forward to Schedule T-3A, is accurately calculated and
that it includes the correct balances from the supporting schedules of the company’s
2007 NCRC filing.



Procedures: We reconciled and recalculated a sample of the monthly CPI accruals
displayed on Schedule T-3B to the supporting schedules in the company's 2007
NCRC filing. We recalculated the company’s CPI rate and reconciled the component
balances to the company’s general ledger.

. Objective: Verify that the jurisdictional nuclear construction amounts, displayed on

Schedule T-6 of the company’s 2007 filing, which rolls forward to Schedule T-3, are
accurately calculated and are supported by original source documentation.
Procedures: We recalculated a sample of monthly jurisdictional nuclear construction
expenditures displayed on Schedule T-6 of the company's 2007 NCRC filing. We
sampled and verified the construction and transmission cost expenditures and
traced the invoiced amounts to supporting documentation. 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. Audit Finding No. 1 discusses our analysis and discloses
additional information concerning the company's balances for generation,
transmission and future use land.



AUDIT FINDING NO. 1
SUBJECT: LAND AND LAND RIGHTS

AUDIT ANALYSIS:
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EXHIBIT 1

Schedule T-1

Levy County Nuclear Filing
Pre-Construction Costa and Carrying Costs on Construction Cost Balanca
Trus-up Filing: Retail Revenue Requiremants Summary

[Section (5)(c)1.8.)

FLORIDA PUBLIC SERVICE COMMISSION

EXPLANATION: Provide the calculation of the actual true-up of
total retail revenue requirements basad on actual expenditures

COMPANY: for the current year and the previously fled expenditures For the Year Ended 1273172007

Progress Energy - FL for such current year,
DOCKET NO.:

D80149-£1 Wilness:

(3] " W ) L) My (N}
Line Actual Actual Actual Actual Actual Actual 12 Month
No. Jutly August  Septsmber  October  Navember December Total
Jurisdictional Dollars

1. Praconstruction Revenue Requirements (Schedule T-2, §ne 7) s s 3 . 3 3 3
2, Construction Carrving Cost Revenue Requirements (Schedule T-3, fne 7 224,668 450558 am3321 544,738 1,713,284
a Recoverable O&M Revenue Requirements (Schedule T-4, fine 24)
4, Deferred Tax Liability Carrying Cost (Schedule T-3A, line 8) (70) (285) (581) €904} {1.841)
5. Other Adjustments
6. Total Period Revenue Requiréments {Lines 1 though 5) 724,506 460773 482739 54,835 711443
[# Total Return Requiremaents from most recent Projeclions
a Difference {Line § - Line 7) $ $ $ 224506 § 4602/ 4 482739 5 543835 §  1.7H1.44)




EXHIBIT 2

Levy County Nuclear Filing

Pre-Construction Costs and Carrying Costs an Construction Cost Balance [Secsion (5)(c)t.a]
Schedude T-3 Yrus-up Flling: Constructicn
FLORIDA PUBLIC SERVICE COMMISSION EXPLANATION:

COMPANY:;

Progress Energy - FL

Provide tha caicutation of the final bue-up of camying costs

on consiruclion expenditures, based on actual carnying costs

on consiruciion sxpenditures for the prior year and previousiy For the Year Ended {12/31/2007
filed camying £osts on corstuction sxpendiluras for such prior year.

DOCKET NO.:
0B0149-£1 Withess:

_ o o 0 ™ ™) ) ®)
Livwy Baginning Actual Achuai Actunl Actisal Actual Actual 12 Month
No. of Period Sy Augusi  Seplember  October — November Decerntwe  Totsl

Mxisdiclional Dotary
1. Nuciear CWIP Additions {Schedule T-6, ine 48) E 3 . 3 - $ 2706524 3 1431101 § 1A75080 § DA S86  § 55501077
2 Transtars 1o Plant in Sénvice - N
3 Other Adpsirmants {d) 151,306 310,284 225,880 787441
4 CWIP Base Elgible for Retum (PM CWIP Bal, +Ling 1 -2+ 3) 42, TOBEN S4,E80070 AGATAAM 50348513 50348513
5 Average Net CWIP Addifions 21,383,262 43,TT3460 459004 51,774320 ™
6. Ratum on Average Met CWIP Additions {c}
. Equity Component {a} 118,674 39,178 200,999 72,895 BEB,J47

Equity Comp. grossed up fir laxes (b} 180,948 389,303 400 627 480,563 1,448 556

Dabt Compormnt .70 11,476 14863 FYRT 264,170
7 Totad Retum Requirements (Ling 65 « 6¢) 224 568 480,558 453,321 544,730 1.713.284
8. Toish Retum Requirements from meal recant Projaciions
9, Differance (Line 7 - Lina B) 5 - $ 0§ 224660 3 AOSSS §  AB3ID § 644730 § 1.7137B4

Notes: '

1) The monihly Equity Componant of B.8%5 % raflacts an 11.75% relem on agily.

(b) At } for e paymsnd of | tanes is calcudsind using 3 Federal incame Tax rate of 38.575%.

{c} AFUDC aciusl monthly cabs s calculated using the farmets M = [{1 + ANYOOHAZ- 1] & $00; resulting in @ montivy aconsst e of 6.005464 (Fquity) snd 0.0M E2G (Db}, which meuits in the annusl cate of 8.846%.
(0) Ratutm on avarape ned Constricion Work in Prograss (CWIF) adaltions s |5 baing inchxied in the Lavy costs unit Such time 3% theso costs M6 FECovemd unger tha

Capacity Cost Recovery (CCR) rate.

Page 2o 2
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EXHIBIT 3

Ly County Muciear Filing
Pra-Construction Costs snd Camrying Cosls on Construction Cost Balance [Saction {(S)(c}1.0.]
Schedule T-3A Trus-up Fillng: Detarred Tax Carrying Costs ) o
FLORIDA PUBLIC SERVICE COMMISSION EXPLANATION: Preseida the ealculation of the Actuist
daofered tax Camylng Coste for the cumen
COMPANY: your. Far thw Year Ended 1272172007
Progrewss Eneegy « F1
DOCKET NG
0a0143-E1 Witrassa:
) 1] 13} L ) ™) ) )
Line Beginning Actual Atysl Ackzal Artuat Actsd Aciuadl 12 Month
Ho. of Porind July Augual  Seplember  Ociober M Decamber _ Totsl
1, Comstruchion Period interest {Schedite T-38, tie 7) 3 'Y 'Y . 0§ .3 Y . s
2. Raszwared Cosis Exciuding AFLIDC (Schadula T-2, Line 1+ Ling 3)
3 Other Adjustments (0} 7 . - T (AR s i) eTie
4. ‘Fax Basis Less Book Basis (Prior Mo Balanca + Ling 1+ 2 + 1} - - - 347201 {105 60w £, 508) (354,775} na
5 Dofarred Tax Liability {0T1) on Tax Basis in Excess of Book (Line 4 * Tax Rate . - . (13,303 $40.849) [ ] (102,337; A
8, Averaga Accurmutated QITA . - ani?) erazy 53,258 {88.900)
71 Canrying Costs. on DTA (c)
a. Egquaty Companent () . on {t48) (0 [LLLH 155E)
b Fouity Comp. groased up for faxes (b} - - 0) @e1) 1482} (ro4) {+.306)
¢. Debt Componant . - 1] e} 1903 (40} @n%)
8. Talal Retum Rexqgairements {Line b + 1c) - 7o) 2] (581) [904) (1541}
8. Total fatum Requirementa from moat cecent Projections
10, Difforwnicn {Ling 8 - Line §) % -4 -8 (G ] es) 8 o81) § 004 § (184
Notns;
{0} Thir prowivly Ecuity Comparmen oF £.05% reecin an 11 755, rabue o1 Squly
Requinmant for Sha peynmed of income Ganes i claAsied using = Federsl hoorme Tax ase of 38.575%.
(‘::#WM oy rels i colouiaind using the fonmuls M= {1 + AHDOMY 1) x 100; ) in & monihiy accnusd sake of 0.005454 (Equaly) and 0.001626 (Det). which res s o ihe annuf rale of 8.048%.
9] Hatum on average el Constnucaon Wiork, in Progress (CWIP) adicrs shat i e inchuded in Lhe Levy £osts uill] 5uch (me i 1asa cokis 38 (ecowpted undi #w Capacily Cond Recowery Page 26
(CCRY e,
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EXHIBIT 4

Schedule 728

Levy County Nuctear Fillng

Pre-Construction Costs and

Trus-up Flling: Consiruction Period Intsrest

srying Costs on Construction Cost Balanca

{Section [5)4¢)1.a.)

FLORIDA PUBLIC SERVICE COMMISSION

EXPLANATION: Provige the catculation of the Actual
Construction Pertod nderast for the asment

COMPANY: year, For the Yoar Ended 12/31/2007

Progress Enesgy - FL,
DOCKET NO.:

080149.E} Witness:

m (N (L] [(§] M) N) [{s]] (P}
Line Beginning  Actual Actual Actusl Actual Actual Actuat 12 Month
Mo, of Periad July Adapint Septernbar _ October  November  Dacembar Tota
Jurtadictional Oollars

1. Baginning Halanca ] - % s FAZAISIT § 42TOMS24 § 44S57A75 3 A6412.805
2. Addmsans«mammamlm;smm.mn - -
3. Additions Construction (Scheula T-3, Ene 1) 42483847 IV [ IRETI 1,875,060 9,148 388 $5.501.072
4 CHhver Adjusimoents -
5 Averape Balanca Efiglble for ) . 2 ABTTA A2 POD0IE 40822075 45475135 50986878
6. Monitly CP! Rate ()
T Consiruction Poriod Intarest for Tax (CP1)
8 Ending Balance Excluding CP1 § $ Joo 24K3SAT §4TT0ESM % a453MA25 § ABAN2685 § SS581077 § ShAGI (7

{3} CPl is not caleulated untll construction starts for {ax purposes.
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EXHIBIT 5
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