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DATE June 14, 2011
TO: Office of Commission Clerk
FROM: Clarence J. Prestwood, Chief of Auditing, Office of Auditing and Performance C\AQ
Analysis
RE:

Docket No.: 110001-EI

Company Name: Progress Energy Florida, Inc,
Company Code: EI801

Audit Purpose: Fuel and Purchased Power Cost Recovery Clause
Audit Control No: 11-006-2-3

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.
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State of lorida

Office of Auditing and Performance Analysis
Bureau of Auditing
Tampa District Office

Auditor's Report

Progress Energy Florida, Inc.
Fuel and Purchased Power Cost Recovery Clause

12 Month Period Ending December 31, 2010

Docket No. 110001-EI
Audit Control No. 11-006-2-3
May 4, 2011

Simon O. Ojada
Audit Manager
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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 6, 2011. We have applied these procedures to the attached summary exhibits prepared by
Progress Energy Florida, Inc. (PEF) and to several of its related schedules in support of its filing
for Fuel and Purchased Power Cost Recovery Clause in Docket No. 110001-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.




Objectives and Procedures

Revenues

Objectives: Our objectives were to verify that Fuel Adjustment Clause (FAC) revenue and
KWH sold, as filed, agreed with the amounts that were recorded on the books of the Utility, and
that these amounts were completely and properly recorded.

Procedures: We compiled FAC revenues and reconciled it to the filing. We computed FAC
revenues using approved Florida Public Service Commission (FPSC) rate factors and utility
provided KWH sales and verified that the rates used comply with the Commission Order. We
tested two months of revenues by type and traced it to the appropriate general ledger account.
We selected a group of customer bills for one month and recalculated each to verify that the
FPSC approved rates were used in the customer billing system.

Expenses

Objective: Our objective was to review expenses which PEF has included in the fuel clause
filing to identify those that do not meet the criteria set forth in Order No. 14546, in Docket No.
850001-El-B, issued July 8, 1985.

Procedures: We tested expenses in the fuel expense supporting schedules. We found those
expenses examined complied with the standards set forth in Order No. 14546.

Objectives: OQur objectives were to review and verify amounts under new waterborne coal
transportation contracts.

Procedures: We reviewed and verified the amounts paid for waterborne coal transportation by
comparing actual coal transportation invoices to contract amounts and verified the effective
escalated base rate calculation used.

Objective: Our objective was to verify that PEF has credited vendor rebates and refunds to its
fuel costs.

Procedures: We verified that there were no vendor rebates and refunds except for re-bills which
are demurrage charges. We traced a sample of the demurrage charges to supporting source
documentation.

Objective: Our objective was to verify that any adjustments to coal inventory due to differences

between the “per books” inventory quantities and the semi-annual coal inventory survey
quantities have been recorded as set forth in Order No. PSC-97-0359-FOF-EIL, in Docket No.
970001-El, issued March 31, 1997,

Procedures: We reviewed all documentation supporting acrial survey calculations and recorded
adjustments to determine compliance with FPSC procedures established in Order No. PSC-97-
0359-FOF-El. We received a company letter which states that inventory procedures have not
changed from the prior audit period.

Objective: Our objective was to reconcile heat rates as shown on the monthly Schedule A-4 for
GPIF units with annual GPIF filings.




Procedure: We reconciled the heat rates as shown on the monthly Schedule A-4 for GPIF units
with the annual GPIF filings for consistency.

Objective: Our objective was to verify that PEF has credited generation-related gains derived
from non-separated wholesale energy sales to the fuel clause as set forth in Order No. PSC-00-
1744-PAA-EI, in Docket No. 991779-EL issued September 26, 2000.

Procedure: We recalculated generation related gains on the FAC Schedule A-6 from PEF

documentation to ensure the Company was in compliance with Commission Order No. PSC-00-
1744-PAA-EL

Objective: Our Objective was to verify that energy payments to qualifying facilities are based
on the appropriate standard offer or negotiated contract rate.

Procedures: We traced amounts on the FAC Schedule A-8 to invoices, cogeneration purchase
power reports and contracts.

Objective: Our objective was to verify that Firm Transportation Service (FTS) charges for
natural gas transportation agree with the appropriate FTS rate schedules from pipeline company
tariffs,

Procedure: We traced FTS charges for natural gas transportation for April and August 2010
invoices to FTS rate schedules and found that the correct rates were used.

Objectives: Qur objectives were to verify and state the amount of replacement power costs
incurred by PEF due to the outage of Crystal River Nuclear Unit 3.

Procedures: We requested and received from PEF the estimated incremental fuel costs.
According to PEF, the incremental fuel costs are embedded in the recoverable generation and
purchased power expense accounts as they represent a portion of the monthly fuel and capacity
COSS.

Objective: Our objective was to reconcile and verify the amount of payments received by PEF
from the Nuclear Electric Insurance Limited (NEIL) for the year 2010.

Procedures: We verified that as of December 31, 2010, PEF received $117 million from NEIL
and $111.9 million of the amount has been allocated to the clauses ($108.2 Million to fuel and
$3.7 million to capacity). The $5.1 million unallocated as of December 31, 2010 has been
booked as a regulatory liability, and the retail portion is accruing interest at the 30-day dealer
commercial paper rate, consistent with Commission policy.

True-up

Objective: Our objective was to verify that the true-up and interest were properly calculated.

Procedures: We verified that the beginning true-up equaled the end of the previous year. We
recalculated the true-up to verify that the correct commercial paper interest rates were used and
that each monthly true-up was calculated accurately.




Audit Findings

None
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