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FROM: MICHAEL LAWSON, SENIOR ATTORNEY
RE: DOCKET NO. 120009-EI - NUCLEAR COST RECOVERY CLAUSE

Please find attached the original and six copies of the Direct Testimony of Jeffery A.
Small, appearing on behalf of the staff of the Florida Public Service Commission, to be filed in
the above-referenced Docket.
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In re: Nuclear cost recovery clause.
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Post Office Box 649

Hot Springs, NC 28743

MICHAEL T. LAWSON
Senior Attorney, Office of the General Counsel

FLORIDA PUBLIC SERVICE COMMISSION
2540 Shumard Oak Blvd.
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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION
COMMISSION STAFF
DIRECT TESTIMONY OF JEFFERY A. SMALL
DOCKET NO. 120009-E1
JUNE 19, 2012
Q. Please state your name and business address.
A. My name is Jeffery A. Small and my business address is 4950 West Kennedy Blvd,

Tampa, Florida, 33609.

Q. By whom are you presently employed and in what capacity?
A. I am employed by the Florida Public Service Commission as a Professional
Accountant Specialist in the Office of Auditing and Performance Analysis.

Q. How long have you been employed by the Commission?

A. I have been employed by the Florida Public Service Commission (FPSC) since January

1994.
Q. Briefly review your educational and professional background.
A. I have a Bachelor of Science degree in Accounting from the University of South

Florida. I am also a Certified Public Accountant licensed in the State of Florida and I am a
member of the American and Florida Institutes of Certified Public Accountants.

Q.’ Please describe your current responsibilities.

A. Currently, I am a Professional Accountant Specialist with the responsibilities of
planning and directing the most complex investigative audits. Some of my past audits include
cross-subsidization issues, anti-competitive behavior, and predatory pricing. I am also
responsible for creating audit work programs to meet a specific audit purpose and ihtegrating
EDP applications into these programs.

Q. Have you presented expert testimony before this Commission or any other
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regulatory agency?

A. Yes. I have provided testimony in the Progress Energy Florida, Inc., (PEF) Nuclear
Cost Recovery Clause filings, Docket Nos. 080009-EI, 090009-EI, 100009-EI and 110009-EI.
I have also testified in the Southern States Utilities, Inc. rate case, Docket No. 950495-WS, the
transfer application of Cypress Lakes Utilities, Inc., Docket No. 971220-WS, and the Utilities,
Inc. of Florida rate case, Docket No. 020071-WS.

Q. What is the purpose of your testimony today?

A. The purpose of my testimony is to sponsor two staff audit reports of PEF which
address the Utility’s application for nuclear cost recovery in 2011. The first audit report was
issued May 9, 2012, and addressed the pre-construction and construction cost as of December
31, 2011, for Levy County Nuclear Units 1 & 2. This audit report is filed with my testimony
and is identified as Exhibit JAS-1. The second audit report was issued May 9, 2012, and
addressed the 2011 power uprate costs for the Crystal River Unit 3 nuclear power plant. This

audit report is filed with my testimony and is identified as Exhibit JAS-2.

Q. Were these audits prepared by you or under your direction?
A. Yes, these audits were prepared by me or under my direction.
Q. Please describe the work you performed in these audits.

For the first audit report, to address the pre-construction and construction costs as of

December 31, 2011, for Levy County Nuclear Units 1 & 2:

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

e 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 2011 NCRC
filing.

e We reconciled the monthly preconstruction, and construction carrying cost balances
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displayed on Schedules T-2.2, and T-2.3, respectively, to the supporting schedules in the
Company’s 2011 NCRC filing. We recalculated the schedules 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-S-El, in Docket No. 050078-EI, issued
September 28, 2005.

We reconciled the monthly preconstruction deferred tax carrying cost accruals displayed
on Schedule T-3A.2 to the supporting schedules in the Company’s 2011 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-S-EI.

We recalculated a sample of the monthly recoverable O&M expenditures displayed on
Schedule T-4 of the Company’s 2011 NCRC filing. We sampled and verified the O&M
cost accruals 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.

We recalculated a sample of monthly jurisdictional nuclear construction accruals displayed
on Schedules T-6.2, and T-6.3, respectively, of the Company’s 2011 NCRC filing. We
sampled and verified the generation cost accruals and traced the invoiced amounts to
supporting documentation. We verified a sample of salary expense accruals and

recalculated a sample of the respective overhead burdens that the Company applied.

For the second audit report, to address the uprate cost as of December 31, 2011, for Crystal

River Unit 3,

We reconciled the Company’s filing to its general ledger and verified that the costs
incurred were posted to the proper accounts.
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 2011 NCRC
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Q.

filing.

We reconciled the monthly construction carrying cost balances displayed on Schedule T-
2.3 to the supporting schedules in the Company’s 2011 NCRC filing. We 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-S-EI.

We reconciled the monthly construction deferred tax carrying cost accruals displayed on
Schedule T-3A.3 to the supporting schedules in the Company’s 2011 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-S-EI.

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.

We recalculated a sample of the monthly recoverable O&M expenditures displayed on
Schedule T-4 of the Company’s 2011 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.

We recalculated a sample of monthly jurisdictional nuclear construction accruals displayed
on Schedule T-6.3 of the Company’s 2011 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.

Were there any audit findings in the audit report, JAS-1, which addresses the

2011 pre-construction and construction cost for Levy County Nuclear Units 1 & 2.
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A. No

Q. Were there any audit findings in the audit report, JAS-2, which addresses the
2011 power uprate costs for the Crystal River Unit 3 (CR3) nuclear power plant.

A. Yes, Audit Finding No. 1 provides information on legal costs included as recoverable
O&M expenditures on Schedule T-4 of the filing that the Company states will be removed by
posting a journal adjustment in April 2012 that will reduce next years Schedule T-4 filing by
$12,683 ($11,716 jurisdictional).

Q. Does this conclude your testimony?

A. Yes, it does.
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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 preconstruction and construction costs expenditures for the
Levy Nuclear Plant Units 1 & 2 activity in Docket No. 120009-EL

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

“Preconstruction costs” are costs that are expended after a site has been selected in preparation
for the construction of a nuclear power plant, incurred up to and including the date the utility
completes site clearing work.

“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 2011
NCRC filings in Docket No. 120009-EI 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 are accurately calculated, and, 2) They include the correct balances from the
supporting schedules of the Company’s 2011 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 2011 NCRC
filing.

Objectives: Our objectives were to verify that: 1) Schedules T-2.2 — Preconstruction Plant
Additions, Expenditures, and Carrying Cost and T-2.3 — Construction Plant Additions,
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Expenditures, and Carrying Cost are accurately calculated, and, 2) They include the correct
balances from the supporting schedules of the Company’s 2011 NCRC filing.

Procedures: We reconciled the monthly preconstruction, and construction carrying cost
balances displayed on Schedules T-2.2, and T-2.3, respectively, to the supporting schedules in
the Company’s 2011 NCRC filing. We recalculated the schedules 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.2 — Preconstruction 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 2011 NCRC filing.

Procedures: We reconciled the monthly preconstruction deferred tax carrying cost accruals
displayed on Schedule T-3A.2 to the supporting schedules in the Company’s 2011 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 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) They are supported by original source
documentation.

Procedures; We recalculated a sample of the monthly recoverable O&M expenditures
displayed on Schedule T-4 of the Company’s 2011 NCRC filing. We sampled and verified the
O&M cost accruals 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
amounts, displayed on Schedules T-6.2 - Preconstruction and T-6.3- Construction Capital
Additions and Expenditures, which roll forward to Schedules T-2.2, and T-2.3, are accurately
calculated, and, 2) They are supported by original source documentation.

Procedures: We recalculated a sample of monthly jurisdictional nuclear construction accruals
displayed on Schedules T-6.2, and T-6.3, respectively, of the Company’s 2011 NCRC filing.
We sampled and verified the generation cost accruals and traced the invoiced amounts to
supporting documentation. We verified a sample of salary expense accruals and recalculated a
sample of the respective overhead burdens that the Company applied.
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Audit Findings

None




Exhibit

Exhibit 1: Summary of Jurisdictional Recovery Amounts

Schedule T-1 Final Tree-Up Filing: of

EXPLANATION: Provide summary calculstion of the monthly Final True-up Amount for each cost

Qory: 1. Sie 2.# and3.C

In the event that no costs were approved for recovery and no costs are being requested, state 0. Fnruehemwtm st and descride:

COMPANY:

the components snd leveis, identify supporting schedule and ine. Include in the Snal tue-up

125-0.0423(5Xc)1.b.FA.C)

projection and esti d true-vp for the reported yesr and ideriify such orders. [25-0.0423 (BNdVF.A..C)
Progress Enegy - FL
Witness: Will Gamrett
DOCKET NO-
120000-E1 Far Year Ended 12731/2011
()] ® © ©) ® ) (]
Line Actus} Actusl Actusl Actuel Actual Actupd 6 Month
[No. January February March April May June Totat
Jurisdictional Dollars )
1. Final Site Selection Costs for the Period {25-8 04232)XN.FA..C]
2 Addiions (Schedute T-2.1. fine 1) 30 k] 30 30 $0 0 $o
b.  Canying Costs on Addiions {Schedule T-2.1, line 7) 0 o o ] [} 0 0
c. Camying Costs on Deferred Tax Asset (Schedule T-3A_1, fne 12) 1] ] ) '] 0 '] ]
d.  Total Site Selection Amount 0 $0 30 30 30 30 30
{Lines 1.a through 1.¢)
2. Final Preconstuciion Costs for the Period [25-0.0423(2)(g).F.A_C.) .
a.  Additions (Schedule T-2.2, line 1) $OB2,027  $1442008  $1.555245 $1.264.630  $1.352444 $2,501,042 $0.008,306
[ Costs on Addisons. {S. T22.fine®) 2.007.250 1021038 $.817.774 1.742,103 1.004.083 1.587.858 10.741.084
€. Camying Costs on Defarred Tax (Schedule T-3A.2. line 12) 1.214.374 1249.357 1.286.080 1.317.845 1.380.7¢7 1.384.513 7.802.705
d.  Total Preconstruction Amount 203657 $4.612400  $S4.050.000  $4.34 476 54,308,105 $5474.312 $27.042223
{Lines 2.3 through 2.¢)
3. Final Construction Costs for the Period [25-6.0423(2)().F.A..C.]
Avg. Net Additions. Ssianoe (Schedule T-2.3. line 7) $76,125720 381.0M4.823 $54.084818 300210225 $08.084.1786  $00.248.652
a.  Carvying Costs on Additions  (Sohedule T-2.3, ine 0) 700428 852.600 801,003 938,017 1.010.040 1.044.235 557762
b.  Canmying Costs on Deferred Tax {Schedule T-3A3, line 12) ] ] (] 9 []
¢.  TowiConstruction Amount $700.428 3852000 $801,003 $038.017  $1.010.040 $1.044.235 35.527.622
{Lines 3.a through 3.b)
4 A d or Assigned O8M A {s T4, Wne 43) 71,003 80502 134,400 06,278 81,184 178241 831.704
S. Other Adjustments L] 0 0 o L] [} ]
0. Total Final Period Amount $5,000,142 $5.545.501 35064502 $5.040.308  $5.400.200 $0,006.788 $33.801.750
Lines 1.d+2d¢3cerqe8)
7. Projected Amount for the Paniod $6,741.562  $9020717  $5812002 $5.880280  $0.350.2602 $5870,584 $30,201,307
{Ordder No. PSC 11-0005-FOF-E1)
8. Estimated True-up Amount for the Period $5.070.738  $6.500.730 $4.278085  $5.615060  $5.820.7% $5.832.100 33221387t

{Order No. PSC 11-0847-FOF-ET)

9. Final True-up Amount for the Period
Line 8-tine )

11, 1

31 400 $844.

g Jo . amed
1-SVI NqIyxg

[3-6000C1 "ON 133200



Exhibit 1: (continued)

LEVY COUNTY NUCLEAR UNITS 1& 2
s&mrmm“WMmmmm

Schedule T-1 Final True-Up Flling: of Jurisdioth Y
EXPLANATION: Provide ol the Final True-up Amount for each cost 1.58e hon, 2. P and 3. C
In the event that no costs were approved for recovery and no casts are being requasted. state 50. F«ummmawm
the components and levels, idenlify supporting sohedule and fine. Include in the final true-up 2pp {25-8.0423(5)(c)1.b..FA..C]
COMPANY: prok and esth true-up for the rep year snd idenify such orders. 25-8.0423 (AXd).F.A.C]
Progress Energy - FL
‘Witness: Wi Garrett
DOCKET NO.:
120009-€% For Year Ended 12/31/2011
H) o o x) Q) ) ™)
Line Acua) Acwal Actsal Acual Acwal Actus| 12 Month
No. July August Octobesr November December Total
Jurisdictional Dollars
1. Final Site Selection Costs for the Pasiod [25-8.04232XN.FA_C]
a. Additons (Sohedule T-2.1, fne 1) - $0 $0 30 30 30 $0
b.  Camying Costs on Additions (Schedule T-2.1, Bne T) [} o 0 0 0 [ 0
©.  Camying Costs on Deferred Tax Asses (Schedule T-3A.1. Fne 12) ] ] ] ] ] ] 0
d.  Total Site Selection Amount $0 $0 [ $0 $0 $0 $0
{Lines 1.a through 1.¢)
2. Final Preconstruction Costs for the Period [25-8.0423(2)(gLF.A_C]
3.  Addisons (Sobedule T-2.2, line 1) $1,878,380 $1.407.403 $2.3760.200 $082 971 $1.773.8%0 $002.234 $18.572.508
b.  Camying Costs on Addiions (Schedule T-2.2, tine §) 1.518.008 1444955 1.208.103 1.204.301 1217150 1.131.020 18.715.7%2
©.  Canying Costs on Defermed Tax (Schedule T-3A.2, line 12) 1.417.157 1,450,701 1,434 585 1.517 487 1.551.007 1,588.733 10,811,463
d.  Tolal Preconstruction Amount $4.813.841 $4.363.170 $5,232,040 $3.704.828 $4.543,008 $3.710,887 $54,000813
Lines 2. through 2.¢)

3. Final Consyuction Costs for the Period [25-6.0423(2)).F A..C.)

Avg. Net Additions Balance (Schedule T-2.3, ine 7) $100,003,158 $113.740,028 $125.7683530 $120.501,704 $127.402.3%0 $120213.177

a.  Canying Costs on Additions (Schedule T-2.3, ine 9) 1.001,537 1,106,714 1323419 1,331,623 1.340.451 1,348,082 13,130.040

b. Camying Costs on Deferred Tax {Schedule T-3A.3, line 12) 0 0 ) D o [] 0

€. Total Construcion Amourt $1,061,537 $1.100,714 $1,323410 $1.331,923 $1.340461 $1.348,082 $13,130.840
{Lines 3.a through 3 .b)

4. Ak or gned O&M {Sohedule T-4, line 43) a«a307 98,020 178201 40814 51262 103,000 1,154,400

5. Other Adjustments. ] ] 0 0 ] 0 ]

8. Total Final Period Amount $5,010.575  $5.0657012 SA73750  $5.170.565  $5.0M.T1D $5.163.850 $08,385.131

{Lines 1.9+ 2d + 3.c+4 +5)
7. Projectsd Amount for the Period $5.030.547  S0205971  S5802848  S5.805.410  $0.520847  $5.605.639 $75.250.508
{Order No. PSC 11-0006-FOF-£1)
8. Estimated True-up Amount for the Period S5.750,057  S5057204  SS7B0076  $7.085.100  $5.088.557  $18.562,12¢ $81.034,786
{Order No. PSC 11-0547-FOF-E1)

$150,018 {3299, $044,083 1.808.535 $240.153 _ (313,306.200) (812,640.655)

9. Final True-up Amount for the Period
(Line 0 - fine B)
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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 Aftestation Engagements. Our report is based on
agreed-upon procedures. The report is intended only for internal Commission use.
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Obijectives 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 2011
NCRC filings in Docket No. 120009-EI 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 (USo0A).

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 2011 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 2011 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 2011 NCRC filing.

Procedures: We reconciled the monthly construction carrying cost balances displayed on
Schedule T-2.3 to the supporting schedules in the Company’s 2011 NCRC filing. We
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recalculated the schedule and reconciled the Allowance for Funds Used During Cohstruction
(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 2011 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 2011 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 2011 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 2011 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 2011 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 Analysis: The Company’s Final True-Up Filing includes $498,775 (3460,738
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 a joint owners’ credit of $44,668.

Description Amount
Accounting $63,349
Corporate Planning 114,225
Legal 351,915
Tax 13,953
Total $543,443
Joint-Owner Credit (44.668)
Adjusted Total $498,775
The $351,915 in legal costs listed above is further defined below.
Description Amount
Legal Invoices $338,619
Employee Labor 8,654
Employee Benefits 4,642
Total $351,915

Percent
11.7%

21.0%
64.8%
2.6%
100.0%

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 10 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 2011 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 1: Summary of Jurisdictional Recovery Amounts

CRYSTAL RIVER UNIT 3 UPRATE
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Exhibit 1: (continued)

CRYSTAL RIVER UNIT 3 UPRATE
$its Seteciion, Pracomsiruciien Costs, and Carrying Costs on Construction Coet Batance
Scheoue T-1 Finsl Trus-Up Fiing: Summsty of Jededicitonst Recovery Amounis
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7. Projected Amourt for he Pasiod $1,380217  S1210977  S1,200947  $1.299412  S1546149  $1414925 $13.871.688
{Order No. PSC 11-0095-FOF-E)

8. Estmated True-up Amount r the Pertod $814667  S310644  $BOBASS  SMOSS3  $79E07 $793.240 $5,744,300

(Owder No. PSC 11-0547-FOF-53)

9. Fnat True-up Amount for the Pesiod
(Line 6.- e B)

3 & JanGary - IEETVIOR [eVenue ‘deprecialion and e a CUSOMER.
Novernber a0 contams the revenue requivernent adgustment of he 103 $500K of project FRanagement costs which resusted In an aCuUSENEst of $1708 n CITYIng CARIeS...

8 JO g a3Ryg
¢SV qiyxg

I3-600021 :"ON 19%90Q



