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DIRECT TESTIMONY 0 1 ;  J l i l ~ l ~ l ~ i < Y  A.  SMAI.1. 

Q. 

A. 

Please state your name and business address. 

My name is Jcn'ery A. Small and my busincss atldress is 4050 Wcsl Kc~~neily Hlvtl, 

Tampa, Florida, 33609. 

Q. 

A. I am employcd by the Florida Public Scrvice Commission as a Professional 

Accountant Specialist in the Division of Regulatory Compliancc. 

By whom are you presently employed and in what capacity? 

Q. 

A. 

1994. 

How long have you been employed by the Commission? 

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

Q.  

4. 

Briefly review your educational and professional background. 

I have a Bachelor of Science degree in Accounting from the University of South 

Tlorida. I am also a Certified Public Accountant licensed in the State of Florida and I am a 

nember of the American and Florida Institutes of Certified Public Accountants. 

2. Please describe your current responsibilities. 

L Currently, I am a Professional Accountant Specialist with the responsibilities of 

ilanning and directing the most complex investigative audits. Some of my past audits include 

:ross-subsidization issues, anti-competitive behavior, and predatory pricing. I also am 

esponsible for creating audit work programs to meet a specific audit purpose and integrating 

iDP applications into these programs. 
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Q. 

regulatory agency? 

A. Yes. I testified i n  the Southem States Utilities, Inc. rate casc, Docket NO. 050405-WS, 

the transfer application or  Cypress Lakes Utilitics, Inc., Docket No. 971220-WS. iuld the 

Utilities, Inc. of Florida rate case, Docket No. 020071-WS. 

Have you presented expert testiniony hefnrc. Illis ('ommissioii or  m y  otlirr 

Q. What is the purpose of your testimony today? 

A. The purpose of my testimony is to sponsor the staff audit rcports of Progress Encrgy 

Florida, Inc. (PEF or Utility) which addresses the Utility's application for nuclcar cost 

recovery. We issued three audit reports on PEF in this docket. The first audit rcport was 

issued May 30, 2008 to address the 2007 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-I. The second audit report was issued July 25, 2008 to address the pre-construction costs 

as of December 31, 2007 for Levy County Units 1 & 2. This audit report is filed with my 

testimony and is identified as Exhibit JAS-2. The third audit report was issued July 25, 2008 

to address the site selection costs as of December 31, 2007 for Levy County Units 1 & 2. This 

audit report is filed with my testimony and is identified as Exhibit JAS-3. 

Q. 

4. 

Were these audits prepared by you o r  under your direction? 

Yes, I was the audit manager in charge of all three audits. 

0. Please describe the work you performed in these audits. 

9. For the uprate audit, we reconciled the company's filing to the general ledger and 

ierified that the costs incurred were posted to the proper account, as prescribed by 

:ommission rule 25-6.014. Florida Administrative Code. We reconciled and recalculated a 
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sample of the monthly revenue requirement ;iceru;iIs disployctl on Schcdulc ‘1.- I 1 0  1111: 

supporting schedules in the company’s 2007 Nuclear (‘ost I<ccovcry Clause (NCRC’) l i l i i ig. 

We also reconciled and recalculated a samplc of thc carrying cost accruals displ;iycd oil 

Schedule T-3 to the supporting schedulcs i n  thc company’s 2000 and 2007 NCRC liling. We 

recalculated a sample of the Allowance for Funds Uscd During Construction ( A H  I l l( ’) 

balances displayed as “Other Cost” in the filing ;ind rcconcilcd thc rates applicd h y  t l ~  

company to its approved AFUDC rates i n  Commission Ordcr No. PSC-05-0945-I;Of;-11I, 

issued September 28, 2005. We reconciled and rccalculated a samplc of the monthly defcmcd 

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 cquity and debt components established in  

Commission Order No. PSC-05-0945-FOF-El. We reconciled and recalculated a samplc o r  the 

monthly Consumer Price Index (CPI) accruals displayed on Schedule T-3B to the supporting 

schedules in the company’s 2006 and 2007 NCRC tiling. We recalculated the company’s CPI 

:ate and reconciled the component balances to the company’s general ledger. We recalculated 

f sample of monthly jurisdictional nuclear construction accruals displayed on Schedule T-6 of 

.he company’s 2006 and 2007 NCRC filing. We sampled and verified the project management 

md power block engineering accruals and traced the invoiced amounts to supporting 

locumentation. We sampled company salary expense accruals and the respective overhead the 

:ompany applied. We recalculated and verified the joint owner billings that reduced the 

:ompany’s eligible carrying cost for the CR3 Uprate project. We reconciled the jurisdictional 

actors applied by the company to the eligible carrying cost to the factors approved in 

:ommission Order No. PSC-06-0972-FOF-E1, issued November 22,2006. 

For the second audit report, to address the pre-construction costs as of December 31, 

,007 for Levy County Units 1 & 2, we reconciled the company’s filing to the general ledger 



4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

Commission rule 25-6.014, Florida Adniinistr;itivc <'otic. We irccoiicilcd and rccnlc‘ul;itctl il 

sample of the monthly revenue requircmcnt ~iccrii~ils displaycd on Schctlulc T I  to tlic 

supporting schedules in  the company’s 2007 NCRC filing. We rcconcilcd and rccalculatctl ;I 

sample of the carrying cost accruals displayed on Schcdulc T-3 to thc supporting sclicduics in 

the company’s 2007 NCRC filing. We rccalculatcd a saniplc of thc AFUDC halanccs 

displayed as “Other Adjustments” in the filing and rcconcilcd thc rates applied by the 

company to its approved AFUDC rates i n  Commission Order No. PSC-05-Ot)45-FOF-EI, 

issued September 28, 2005. We reconciled and recalculatcd 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-El. 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 ratexnd reconciled the component balances 

:o the company’s general ledger. We recalculated a sample of monthly jurisdictional nuclear 

:onstruction 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 

nvoiced amounts to supporting documentation. We reconciled the jurisdictional factors 

tpplied by the company to the eligible carrying cost to the factors approved in Order No. PSC- 

)6-0972-FOF-EI, issued November 22,2006, in Docket No. 060007-El. 

For the third audit report, to address the site selection costs as of December 3 1, 2007 

or Levy County Units 1 & 2, we reconciled the company’s filing to the general ledger and 

.erified that the costs incurred were posted to the proper account, as prescribed by 

:ommission rule 25-6.014, Florida Administrative Code. We reconciled and recalculated a 
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sample of the monthly rcvcnuc rcquircnicnt accruals displ:iycd 011 Schctlulc SS- 1 lo t he  

supporting schedules in thc company’s 2006 and 2007 N(’R(‘ liling. W e  rccoticilcd :ud 

recalculated a sample of the monthly site selection cxpcnditurcs displaycd on Schedule S S - 2  

to the supporting schedules in  the company’s 2006 and 2007 N U < ( ‘  liling. Wc rccalcul;ttctl ii 

sample of the AFUDC balances displaycd in the liling and rcconcilcd thc ratcs applicd hy lhc 

company to its approved AFUDC rates in Commission Ordcl- No. PSC-O5-0~45-1~01;-Iil, 

issued September 28, 2005. We reconciled and rccalculatcd a samplc of thc monthly dcrcrrcd 

tax carrying cost accruals displayed on Schedule SS-3A to the supporting schcdulcs in the 

company’s 2007 NCRC filing. We recalculated a sample of thc monthly carrying cost 

balances for deferred tax assets based on the equity and debt components establishcd in 

Commission Order No. PSC-05-0945-FOF-El. We recalculated a sample of t h e  monthly 

recoverable O&M expenditures displayed on Schedule SS-4 of the company’s 2007 NCRC 

filing. We sampled and verified the O&M cost accruals and traced the invoiced amounts to 

supporting documentation. We verified company salary expense accruals and recalculated the 

respective overhead the company applied. We reconciled the jurisdictional factors applied by 

the company to the eligible carrying cost to the factors approved in Commission Order No. 

PSC-06-0972-FOF-E1, issued November 22, 2006, in Docket No. 060007-EI. We 

recalculated a sample of monthly jurisdictional nuclear construction accruals displayed on 

Schedule SS-6 of the company’s 2006 and 2007 NCRC filing. We sampled and verified the 

generation and transmission cost accruals and traced the invoiced amounts to supporting 

documentation. We verified company salary expense accruals and’recalculated the respective 

overhead burdens the company applied. We reconciled the jurisdictional factors applied by the 

company to the eligible carrying cost to the factors approved in Commission Order No. PSC- 

06-0972-FOF-E1, issued November 22,2006, in Docket No. 060007-EI. 
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DIVISION OF REGULATORY COMPLIANCE & CONSUMER ASSISTANCE 
AUDITORS REPORT 

MAY 27, 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 3, 2008. We have applied these procedures to the 
attached schedules prepared by Progress Energy Florida, Inc. in support of its 2006 and 
2007 filings for Nuclear Cost Recovery Clause relief in Docket No. 080009-El.. 

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

- 1  - 
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OBJECTIVES AND PROCEDURES 

GENERAL 

To verify that the company's 2006 and 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. 

2. Verify that Schedule T- I  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-I to the supporting schedules in the 
company's 2007 NCRC filing. 

3. Objective: Verify that the carrying cost amounts displayed on Schedule T-3, which 
rolls forward to Schedule T-I, are accurately calculated and that they include the 
correct balances from the supporting schedules of the company's 2006 and 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 2006 and 
2007 NCRC filing. We recalculated a sample of the Allowance for Funds Used 
During Construction (AFUDC) balances displayed as Other Cost in the filing and 
reconciled the rates applied by the company to its approved AFUDC rates in Order 
No. PSC-05-0945-FOF-E1, issued September 28, 2005. 

4. Objective: Verify that the Deferred Tax Return Requirement amount displayed on 
Schedule T-3A, which rolls forward to Schedule T-I,  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-El. 

5. Objective: Verify that the Construction Period Interest (CPI) amount displayed on 
Schedule T-36, 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 

- 2 -  
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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 2006 and 
2007 NCRC filing. We recalculated the company's CPI rate and reconciled the 
component balances to the company's general ledger. 

6. Objective: Verify that the jurisdictional nuclear construction amounts, displayed o n  
Schedule T-6 of the company's 2006 and 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 
accruals displayed on Schedule T-6 of the company's 2006 and 2007 NCRC filing. 
We sampled and verified the project management and power block engineering 
accruals and traced the invoiced amounts to supporting documentation. We 
sampled company salary expense accruals and the respective overhead burdens 
the company applied. We recalculated and verified the joint owner billings that 
reduced the company's eligible carrying cost for the CR3 Uprate project. 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. 

- 3 -  
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AUDIT FINDING NO. 1 

SUBJECT: JOINT OWNER BILLINGS 

AUDIT ANALYSIS: The company's 2006 and 2007 filings included $189,019 and 
$3,133,543, respectively, for joint owner billings by Progress Energy Florida, Inc. 
(PEF) for the Crystal River Unit 3 (CR3) Uprate project costs. The above amounts 
were calculated based on the joint ownership percentage times the total monthly 
construction cost accruals for the CR3 Uprate project. The joint owners retain an 
8.219 percent ownership of the CR3 unit. 

Our audit procedures included an analysis and recalculation of the joint owner billing 
cost displayed in the company's filings. We discovered a discrepancy in the 
December 2007 joint owner billing calculation that is displayed below. 

Description Dec-07 
Construction Addition (2007 Schedule T-6, Line 39) $5,944,715 
Joint Owner Percentage 8.219% 
Expected Joint Owner Billing $488,620 
Actual Joint Owner Billing (2007 Schedule T-6, Line 41) 455,975 
Difference - Under recovery $32,645 

The company stated that the $32,645' difference is the result of a December 2007 
correcting journal entry that reclassified a net $397,173 of PEF's Nuclear Projects and 
Construction units indirect overhead cost to the CR3 Uprate project. ($397,173 x 
8.219%) The $397,173 was initially charged, incorrectly, to the Levy Unit 1 & 2 
nuclear plant project. 

The company's Power Plant System; where construction cost are initially posted 
before being uploaded to the general ledger, automatically calculates the joint owner 
billing when an amount is posted to a CR3 project. The adjustment described above, 
when reclassified to a CR3 Uprate project, did not include the "trigger" that would have 
calculated the corresponding joint owner billing that is required. The company stated 
that it would correct and true-up the December 2007 error and all subsequent similar 
errors discovered in the 2008 period in its 2008 filing. 

We will revisit this issue in both the CR3 Uprate and Levy Unit 1 & 2 filings for year 
2008 to ensure that the errors are corrected and properly posted. 

EFFECT ON THE FILING: None, informational only. 

The $32,645 difference is based on the construction cost reflected on Schedule T-6 The adjustment, 
when carried forward, becomes immaterial with respect to the Total Return Requirement reflected on 
Schedule T-1 of the company's filing 

- 4 -  
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2. 
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FLORIDA PUBLIC SERVICE COMMISSION 
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BUREAU OF AUDITING 

Tampa District Office 

PROGRESS ENERGY FLORIDA, INC. 

NUCLEAR COST RECOVERY CLAUSE 

LEVY COUNTY UNITS 1 & 2 
PRE-CONSTRUCTION COST 
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DOCKET NO. 080009-El 
AUDIT CONTROL NO. 08487-2-1 

Jeffery A.'Shall, Audit Manager 
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DIVISION OF REGULATORY COMPLIANCE 8, 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 t h e  
attached schedules prepared by Progress Energy Florida, Inc. in support of its 2007 
filings for Nuclear Cost Recovery Clause relief in Docket No. 080009-El. 

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

2. 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- I  to the supporting schedules in the 
company's 2007 NCRC filing. 

3. 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. 

4. 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-El. 

5. Objective: Verify that the Construction Period Interest (CPI) 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. 
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. Procedures: We reconciled and recalculated a sample of the monthly CPI accrua Is 
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. 

6 .  Objective: Verify that the jurisdictional nuclear construction amounts, displayed o n  
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-El, issued November 22, 2006, i n  
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. 
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AUDIT FINDING NO. 1 

SUBJECT: LAND AND LAND RIGHTS 

AUDIT ANALYSIS: 
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DOCKET NO. 080009-€I: Nuclear cost  recovery c lause f o r  Progress 
Energy F1 o r i  da , I n c  . 

VITNESS: D i r e c t  Testimony Of  J e f f e r y  A .  Small ,  Appearing On 
Behal f  O f  t he  S t a f f  o f  t he  F l o r i d a  Pub l ic  Serv ice Commission 

EXHIBIT  JAS-3: Audi t  Report t o  address t h e  s i t e  s e l e c t i o n  costs as 
o f  December 31, 2007 f o r  Levy County Un i t s  1 & 2 .  
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FLORIDA PUBLIC SERVICE COMMISSION 

DIVISION OF REGULATORY COMPLIANCE 8 CONSUMER ASSISTANCE 
BUREAU OF AUDITING 

Tampa District Office 

PROGRESS ENERGY FLORIDA, INC. 

NUCLEAR COST RECOVERY CLAUSE 

LEVY COUNTY UNITS 1 & 2 
SITE SELECTION COST 

AS OF DECEMBER 31,2007 

DOCKET NO. 080009-El 
AUDIT CONTROL NO. 08-087-2-2 

LLU>*LU. 
Joseph W. Rohrbacher, District 

Supervisor 
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DIVISION OF REGULATORY COMPLIANCE 8 CONSUMER ASSISTANCE 
AUDITOR’S REPORT 

JULY 16,2008 

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 2006 and 
2007 filings for Nuclear Cost Recovery Clause relief of its site selection cost in Docket 
NO. 080009-El. 

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

GENERAL 

To verify that the company’s 2006 and 2007 Nuclear Cost f7oci)very Clause (NCRC:) 
filings in Docket No. 080009-El are consistent and in compli;iric:o 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^ 

2. Objective: Verify that Schedule SS-1 is accurately calculated and that it includes the 
correct balances from the supporting schedules of the company’s 2006 and 2007 
NCRC filing. 
Procedures: We reconciled and recalculated a sample of the monthly revenue 
requirement accruals displayed on Schedule SS-1 to the supporting schedules in 
the company’s 2006 and 2007 NCRC filing. Audit Finding No. 1 discusses our 
recommended adjustment to correct a calculation error on Schedule SS-3A that rolls 
forward to Schedule SS-1. 

3. Objective: Verify that Schedule SS-2 is accurately calculated and that it includes the 
correct balances from the supporting schedules of the company’s 2006 and 2007 
NCRC filing. 
Procedures: We reconciled and recalculated a sample of the monthly site selection 
expenditures displayed on Schedule SS-2 to the supporting schedules in the 
company’s 2006 and 2007 NCRC filing. We recalculated a sample of the Allowance 
for Funds Used During Construction (AFUDC) balances displayed in the filing and 
reconciled the rates applied by the company to its approved AFUDC rates in Order 
No. PSC-05-0945-FOF-El. issued September 28,2005. 

4. objective: Verify that the Deferred Tax Return Requirement amount displayed on 
Schedule SS-3A, which rolls forward to Schedule SS-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 SS3A 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-El. Audit Finding No. 1 discusses our 
recommended adjustment to correct a calculation error in the company’s schedule. 
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5. Objective: Verify that the Recoverable O&M Expenditure amount displayed 0 1 1  

Schedule SS-4. which rolls forward to Schedule SS-1, is accurately calculated a n d  
that it includes the correct balances from the supporting schedules of the company's 
2007 NCRC filing. 
Procedures: We recalculated a sample of the monthly recoverable O&IV 
expenditures displayed on Schedule SS-4 of the company's 2007 NCRC filing. W (! 
sampled and verified the O&M cost accruals and traced the invoiced amounts t o  
supporting documentation. We verified company salary expense accruals a n d  
recalculated the respective overhead burdens the company applied. We reconciled 
the jurisdictional factors applied by the company to the eligible carrying cost to t h e  
factors approved in Order No. PSC-06-0972-FOF-EI, issued November 22. 2006, i n  
Docket No. 060007-El. 

6. Objective: Verify that the jurisdictional nuclear construction amounts, displayed o n  
Schedule SS-6 of the company's 2006 and 2007 filing, which rolls forward t o  
Schedule SS-2, are accurately calculated and are supported by original source 
documentation. 
Procedures: We recalculated a sample of monthly jurisdictional nuclear construction 
accruals displayed on Schedule SS-6 of the company's 2006 and 2007 NCRC filing 
We sampled and verified the generation and transmission cost accruals and traced 
the invoiced amounts to supporting documentation. We verified company salary 
expense accruals and recalculated the respective overhead burdens the company 
applied. 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-El. 
issued November 22,2006, in Docket No. 060007-El. 
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AUDIT FINDING NO. 1. 

SUBJECT: DEFERRED TAX CARRYING COST 

AUDIT ANALYSIS: 
deferred tax carrying cost on Schedule SS-3A. Line 8, as of December 31, 2007. 

We recalculated the balances on the above schedule and discovered an error in the 
company's presentation. In July 2007, Column J. Line 4, the company's schedule 
calculates a year to date credit balance of $184,156. The company's calculation 
included the six month total of January - June 2007 balances instead of the June 2007 
month end balance to determine the July 2007 year to date balance. The effect of this 
error overstates the July 2007 year to date balance and all succeeding year to date 
balances by $1 12,483. 

The net effect of this error overstates the balance for the total return requirement 
displayed in Column P, Line 10, by $2,739. ($6,170 - $3,431) See Attachment 1 that 
follows for our recalculation. 

Additionally, the above error is carried forward into Schedule SS-1 of the company's 
filing because the monthly balances determined on Schedule SS-3A. Line 8 are 
included on Schedule SS-1, Line 4. The net effect of the above described error 
understates the company's total period revenue requirement by $2,739. ($14,580,252 
- $14,577,513) See Attachment 2 that follows for our recalculation. 

EFFECT ON THE FILING: Increase the total period revenue requirement displayed 
on Schedule SS-1, Line 6, by $2,739 as of December 31,2007. 

EFFECT ON THE GENERAL LEDGER: None 

The Company's filing reflects a credit balance of $G.170 f o r  

- 5 -  



Attachment 1 - 2007 Schedule SS-3A2 

Line Actual Actual Actual Actual Actual Actual Actual Actual Actuai Actual Actual Actual 12 Month 

Total 
No. Jan-07 Feb-07 Mar-07 Apr-07 May-07 Jun-07 Jul-07 Aug-07 Sep-07 Ocl-07 No"-07 Dec-07 

~ 

Constructicn Period Interest 

Recovered Casts Excluding 
AFUDC (Schedule T-2. Line I+ 

$ - 5  - $  - $  - $  - $  - $  - $  - $  - $  - 5  - $  - $  
1. (Schedule T-38. Line 7) 

2.  Line3) 

3 Other Adjustments $(5811) $ (7,424) $ (9,287) $ (8.066) $ (9.740) S(14.403) $(16.942) $(19.326) $ (22,336) $ (25.100) $ (27,781) $ (28.614) $(194.830) 
Tax Basis Less Book Basis 
(Prior Mo Balance +Line 1 + 2 

Deferred Tax Asset (DTA) on 
Tax Basis in Excess of Book 
(Line 4 * Tax Rate) 

4 + 3) $(5.811) $(13.235) $(22,522) $(30,588) $(40,328) $(54.731) $(71,673) $(90,999) $(113.335) $(138.435) 8(16€,216) 8(194,830) 

5 $(2,242) $ (5,105) $ (8.888) $(11.799) $(15.557) $(21,112) $(27.648) $(35.103) $ (43,719) $ (53,4011 8 (€4 1181 5 175,1561 

6 Average Accumulated DTA ($1,121) ($3.873) ($6.897) ($10,244) ($13,678) ($18,335) (824,380) (531.375) (53941 1 )  ( S A 8  55C1 ' S 5 ?  7 5 ; :  I?: 

7 Carrying Cost on DTA 

a. Equity Companent (a) ($6) ($20) ($38) ($56) ($75) ($too) ($133) ($171) (8215) , 5 2 2 ' ,  s2: ,  E ' - K  

Equity Comp. grossed up for 
b. taxes (b) ($10) ($33) ($61) ($91) ($122) ($163) ($217) ($279) (8351) (5432) (5523) ! 8 6 i ~ )  , s ~ , E ) c ,  

15961 '8'13) 1S53i c. Debt Component ($2)  ($54) 1579) ($6) ($11) ($17) ($22) ($30) ($40) (SSI) 

Total Return Requirements 

Total Return Requirements 

($12) ($39) ($73) ($108) ($144) ($193) ($257) ($330) (S415) 155111 18618) 15733) ,83.43' 8 (Line 8b + 8c) 

9 from most recent Projections 

10 Difference (Line 9 - Line I O )  6 l 2 )  ($39) ($73) ($108) ($1441 (5193) (5257) 15330) [W151 (S51'i !%',E 
.. s-::, >;:?, 

E 
m "r-a: 2 -  The schedule above that we created only corrects the year to date monthly balance displayed on Line 4 for July through December 20C' A "  C h '  '-'- 

carrying cost rates on DTAand calculations used in our recalculation of this schedule were incorporated from the com3an;,'s cor-es-.c-< - 2  +:-+:- + % 
2 
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C D M P M  PROGRESS ENERGY. FL 

DCCKETNO.:LWl4$.EI 

1. 

1. 

3. 
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5. 

R. 
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