
State of Florida 

CAPITAL CIRCLE OFFICE CENTER 0 2540 SHUMARD OAK BOULEVARD 
TALLAHASSEE, FLORIDA 32399-0850 

is13 

0 --< n, 
m 

< 
-M-E-M-0-R-A-N-D-U-M- 0 Z 

nx - 
DATE: May 18,2012 

TO: Office of Commission Clerk 
(J3 

Clarence J. Prestwood, Chief of Auditing, Office of Auditing and Performance% yfi FROM: 
Analysis \ 

RE: Docket No.: 120007-E1 
Company Name: Progress Energy Florida, Inc. 
Company Code: E1801 
Audit Puruose: A3d Environmental Cost Recoverv Clause 

Attached is the final audit report for the Utility stated above. I am sending the Utility a copy of 
this memo and the audit report. If the Utility desires to file a response to the audit report, it 
should send a response to the Office of Commission Clerk. There were no confidential work 
papers associated with this audit. 

CJPklh 
Attachment: Audit Report 

cc: Office of Auditing and Performance Analysis File 



State of Florida 

Office of Auditing and Performance Analysis 
Bureau of Auditing 

Tampa District Office 

Auditor's Report 

Progress Energy Florida, Inc. 
Environmental Cost Recovery Clause 

Twelve Months Ended December 31,2011 

ocket No. 120007-E1 
Control No. 12-019-2-1 

May 9,2012 
c, & 

Ron Mavrides 
Audit Manager 

Reviewer 



Table of Contents 

Purpose ............................................................................................................................................ 1 

Objectives and Procedures .............................................................................................................. 2 

Audit Findings 
None ............................................................................................................................................ 5 

Exhibit 
1 : Final True-Up ...................................................................................................................... 6 

i 



Pumose 

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 19, 2012. We have applied these procedures to the attached summary exhibit and to 
several related schedules prepared by Progress Energy Florida, Inc. (PEF) in support of its 201 1 
filing for the Environmental Cost Recovery Clause in Docket No. 120007-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 

Genera I 

Definitions 

Utility or PEF refers to Progress Energy Florida, Inc. 
ECRC refers to the Environmental Cost Recovery Clause 

Capital Investment 

Utility Plant in Service 

Objectives: The objectives were to verify all ECRC project related plant additions, retirements 
and adjustments for the period January 1, 201 1, through December 3 1, 201 1, and to verify that 
any project which involved the replacement or retirement of an existing asset is retired at the 
installed costs by the Utility in accordance with Florida Public Service Commission Rule 25- 
6.0142(4)(b), F.A.C. 

Procedure: We reconciled Plant in Service (Line 2) and Accumulated Depreciation (Line 3) to 
the general ledger for each capital project listed on the 201 1 Form 42-SA. No exceptions were 
noted. 

Construction Work in Progress 

Objective: The objective was to verify net investments associated with the following capital 
projects: 

1) Project 1 - Crystal River Thermal Discharge Compliance Project 

2) Project 3.1 - Pipeline Integrity Management 

3) Project 4.1 - Above Ground Secondary Containment - Peaking 

4) Project 7.4 - CAIWCAMR Crystal River AFUDC - Base 
Procedures: We selected a sample of the additions to the capital projects. We verified that 
additions had appropriate supporting documentation and were recorded to the correct project and 
account. No exceptions were noted. 
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Revenue 

Objectives: The objectives were to determine the actual Kilowatt Hours (KWH) sold for the 
period January 1, 2011, through December 31, 2011, and whether the Utility applied the 
Commission approved cost recovery factor to actual KWH sales for the ECRC. 

Procedures: We reconciled the 2011 filing to the Utility’s monthly revenue report. We 
computed the factors by rate code for the months of June and October 201 1 and compared them 
to the last Commission order. We selected a random sample of residential and commercial 
customers’ bills for the month of April 201 1 and recalculated each to verify the use of the correct 
tariff rate. No exceptions were noted. 

Expense 

Operation and Maintenance Expense 

Objectives: The objectives were to verify that Operation and Maintenance (O&M) Expense 
listed on the Utility’s Form 42-5A filing was supported by adequate documentation and that the 
expenses are appropriately recoverable through the ECRC. 

Procedures: We traced expenses in the filing to the general ledger. We judgmentally selected a 
sample of O&M Expenses for testing for the months of May and September 201 1. The source 
documentation for selected items was reviewed to ensure the expense was related to the ECRC 
and that the expense was charged to the correct accounts. No exceptions were noted. 

Other Issues 

m- Allowances 

Objectives: The objectives were to verify investments, inventory, expensed amounts, allowance 
auctions proceeds. We also verified amounts included in Working Capital, Form 42-8A. 

Procedures: We traced 2011 consumption for SO2 allowances from the Utility’s detailed 
allowances reports to the total emission schedule on Form 42-5E. We traced the jurisdictional 
factors to PSC Order 10-0683-FOF-EI. No exceptions were noted. 

True-Up 

Objective: The objective was to determine if the True-Up and Interest Provision as filed on 
Form 42-2A was properly calculated. 

Procedures: We traced the December 31, 2010, True-Up Provision to the Commission Order. 
We recalculated the True-Up and Interest Provision amounts as of December 3 1, 201 1, using the 
Commission approved beginning balance as of December 3 1, 2010, the Financial Commercial 
Paper rates and the 201 1 ECRC revenues and costs. No exceptions were noted. 
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Analytical Review 

Objective: The objective was to perform an analytical review of the Utility’s ECRC Revenues 
and Expenses to determine if there were any material changes or inconsistencies from the prior 
three years. 

Procedures: We compared 2011 to the 2008, 2009, and 2010 revenues and expenses. We 
requested explanations from the Utility for significant variances. Explanations provided were 
sufficient. Further follow-up was not required. 

4 



Audit Findings 

None 
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Exhibit 

Exhibit 1: Final True-Up 

Exhibit 1- Final True up 

1 ECRCRevmuesIn~af RwanveTiuri  $11.126.181 $13.098.241 $111C3,318 $12,859,417 $15,214,316 $16,831036 $11soOaxI $19.144489 $11,875,891 $15283.141 $13.~ ,168 $12,446,474 $180,451,613 
2 TNtUQ P r O n l h  $38.881.686 3240,141 3,240,141 3,240,141 1,240,141 3,240,141 3,240,041 3240,141 3,240,141 3240.141 3,740,141 3,710,141 3,240,141 38,881,686 
3 ECRCRw0nu~1App~~bl~foP~nad( I inn1*1]  $18,366321 14338.387 14,9621,499 16,099,118 18,114,456 20,071,177 20,740.141 22.384.6FJ 21,116,031 18.123281 16,149,3M 11.6A6.554 219338.359 

4 Junldimionai ECRCCortr 
8 .  O & M  Miukle%[bm42-5A,Um9I 53.290.933 31218.044 1,181,938 4,141,023 3,812,417 1,811,433 1,839,565 1,930,036 5.525.7C5 1,218,110 3,244589 3,869,029 53,288,422 
b. C a p h a l I ~ ~ r m e n r P l o R n , I ~ ~ 2 ~ 1 i i ~ ~ 9 /  13,8%,511 13,819,846 13,856,980 13,M,334 13.8W.5C5 13,186.MZ 13,ldo,234 13,137,180 13,701,790 13,618,616 13,618,980 13,M2,%1 I61,228,624 

d. Total iurkdictional ECRC Coat$ 517,187,510 11.131.8po 18.038.918 18,076,357 17,676.922 19,591,435 18.m.199 19.ffi7216 19221.545 18,896,126 16,903,649 17.511.610 218,111,046 

1 OnrllUndnl RerauaryIUnr 3 -  UWMI $1,178.811 1154,5031 D.093.4191 11976.7991 831,134 473.742 2,140,342 2.11L414 1 ~ , 0 3 5  1313.4391 1314,3601 [l,821,Ml 818.313 

c. M e r  0 

6 i h te re*Pro#$~~n l fom 4 2 . N  Line 101 9.258 8,619 6.814 4,815 3 9 4  3,082 2.614 2,091 1,403 1229 1,111 181 4 5 . m  

1 BPginning Bllarnelrw-Up & Intererf Qrwiilon 38.881.686 36,829,614 32,798,190 26,411,845 2i.289.im i8.86i.0~7 16,091,140 15.050.556 14,484,926 13,134,225 9.521.874 s,gz8,49i 38.881.6s 

lOrd+r No. PY-11OS53-fOFflj 6.232.839 6,232,839 6.~32839 6.232.839 6,232.m 6 m . m  6.23za39 6 . ~ 3 ~ 8 3 9  6 . ~ ~ 8 3 9  6.232839 6,232,839 6,232,839 6,232,839 

a.Defciradirvtiipfiomlanuary7010foIkvrnber7010 

8 lrueUpCdimedllRefu~dl I m U n e l l  (4240.1411 13240~1411 13.240.141i 13240.1411 ~3,140,1411 13,740,141l 13,240.141l ~3,240,1411 13.240.l41l 13140.1411 13240.1411 l3.240.1111 138.881.6861 

9 End of Perad lotall~e-Up(llnnS*6*7+la*8/ $43,C6I,453 39.031179 32,104,684 27,492,119 E.093.896 11,3M,179 21,213,395 20.711.165 19,361,W li.714.713 U.161.330 1.096.625 7,096,625 

10 Adiunmmtrto Q e O ~ 1 M a l l ~ i u - U ~  Iniludi%lnercrf 0 0 0 0 0 0 0 0 0 0 0 0 0 

11 EndofPPrsdTotalTru~-UpjUnn9*101 Y3.ffi2.453 539.031419 $32,104,W $21,492,559 $25,093,8% $22330.579 21233.391 $20,711,765 119,361,064 $15,114,113 512.161.3M $1,096,625 $7,096,621 
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