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FLORIDA POWER CORPORATION’S RESPONSE
TO CITIZENS' THIRD MOTION TO COMPEL
Florida Power Corporation (“Florida Power” or the “Company”) opposes Public
Counsel’s (“OPC”) third motion to compel relating to its Second and Third Sets of
Interrogatories numbers 28, 48, and 56 and Third Set of Requests to Produce, numbers 41, 49,
and 50 and its request to strike certain general objections as follows:
In its motion, OPC first requests an order from the Commission to require Florida Power
to “respond fully” to OPC interrogatories numbers 28, 48, and 56. As explained in greater detail
below, Florida Power has responded to each of these interrogatories fully and adequately. OPC’s
motion should be denied.
Interr mber 2
In connection with interrogatory number 28 OPC asked Florida Power to “identify the
amount of change in control and executive termination payments that were paid as of December
2000 and “to indicate the amount of the payment, to whom the payment was made, and the
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Service Commission. Florida Power then objected to providing the information as to other
executives whose termination payments have not been included in Florida Power’s reporting.
OPC’s only complaint about Florida Power’s response is based on OPC’s misconception

that Florida Power included in the test year termination payments made to executives of other

companies that it had not reported in its surveillance report. This is not true. All executive
termination payments Florida Power is seeking to expense against earnings at any time (either in
surveillance or as a part of the test year) are set forth in its response. Unfortunately, OPC did not
seek clarification on this issue prior to filing its motion otherwise Florida Power could have
immediately cleared up this apparent misunderstanding of the Company’s full and adequate
response. Nevertheless, this matter should be clear now and even under OPC’s rationale Florida

Power has then responded fully and adequately to interrogatory number 28.

Interrogatory number 48

Next, OPC complains that Florida Power’s response to interrogatory number 48 is not
responsive to the interrogatory because the interrogatory asks for numbers and Florida Power has
provided a written response. What OPC fails to mention is that Florida Power attached

numerous documents to its response to this interrogatory that contain the “numbers” and

provided the written response recited by OPC as an explanation of what the documents show and
why it was done in this fashion. The provision of documents in response to an interrogatory 1s
expressly permitted by Rule 1.340(c), Florida Rules of Civil Procedure.

As such, OPC actually has what it is seeking here. Florida.Power has fully and
accurately answered this interrogatory and OPC’s characterization of Florida Power’s written

response as non-responsive (which fails to even mention the numerous attachments) simply



misses the mark. Here, OPC’s motion seeks to compel something that has already been provided

and 1t should be denied.

Interrogatory number 56

Finally, OPC moves to compel Florida Power to provide income statements and balance
sheets for each “Tier 1” subsidiary of Progress Energy for the year 2000 and nine months ending
September 30, 2001. In response, Florida Power objected to producing this information for
Progress Energy affiliates other than FPC, but then went on to explain that this information could
be found on the SEC public internet Web site for each of the following companies: Progress
Energy, Inc., Florida Progress, CP&L and Florida Power. Although it is not clear from OPC’s
motion, Florida Power believes that OPC is seeking to compel the production of the balance
sheet and income statements of Progress Energy’s “other affiliates.”

Florida Power stands by its objection. The balance sheet and income statements of any of
Progress Energy’s affiliates are indeed irrelevant to this proceeding and an inappropriate
invasion into the business records of non-regulated entities. Once again, Florida Power would
emphasize that these non-regulated affiliates of Progress Energy, Inc., are not parties to this
proceeding or regulated by this Commission. Florida Power pointed OPC to the information
publicly available for Progress Energy, Florida Progress and CP&L simply as a courtesy.

In an attempt to justify its request, OPC claims that it needs these documents to glean
information concerning allocations by these affiliates to Florida Power that these documents do
not even delineate. Simply put — even if produced — the affiliate’s balance sheets and income

statements will not reflect the expenses being allocated to or from Florida Power as a separate

line item. At best, an affiliate’s income statement and balance sheet may show total expenses



charged to or by other affiliates collectively. This information will not be useful to OPC’s for its
intended purpose and its motion to compel should be denied for this reason alone.

Moreover, Florida Power has already provided detailed information regarding the charges
by affiliates to Florida Power and by Florida Power to affiliates in connections with other
discovery requests. For example, please see Florida Power’s responses to OPC’s interrogatory
numbers 50(a) through (g) and 55(a) through (d) on that exact topic attached hereto as Exhibit A.
Evaluating the reasonableness of these allocations is then simply a function of comparing the
service or product provided by the affiliate and the cost of the same to Florida Power. The
income statement and balance sheet of affiliates will not shed any more light on this issue.

In the end, OPC already has the allocation information it suggests it needs to glean from
the affiliate balance sheets and income statements which, in turn, do not actually contain the
information OPC says it seeks. Thus, as Florida Power initially indicated these documents are
irrelevant to this proceeding and the Commission should not compel Florida Power to produce

them thereby unnecessarily invading the private business information of unregulated companies.

OPC also ask the Commission to compel Florida Power to “respond fully” to production
requests 41, 49, and 50, and also, again complains about Florida Power’s necessary and
appropriate general objections, improperly asking that the Commission strike them. Florida

Power addresses each of these matters in turn.

Production Request 41

OPC’s production request number 41 asks Florida Power to provide all documents which

address or discuss announced lay offs or terminations of personnel as a result of the merger.



Florida Power requested an extension of time to gather documents responsive to this request for
Florida Power and objected to providing such documents with respect to any other company.

OPC now claims that it needs “affiliate” documents responsive to this request only fo the extent

that such costs are included in the test vear. whether as allocated expenses or as merger related

transition costs.

Apart from the fact that there appears to be a disconnect between OPC’s document
request (for documents announcing lay offs or terminations) and its rationale (to evaluate
transition costs), Florida Power has previously explained in response to interrogatory number 48
above that the only change in control, termination payments, and/or severance payments
included in the test year are Florida Power’s own. No affiliate “transition costs’ have been
included either as transition costs or as a part of any allocation to Florida Power.

Thus, even under OPC’s own rationale it does not need the affiliate documents it 1s

seeking and the Commuission should not compel Florida Power to produce them.

Production Request 49

In connection with this request, OPC has asked for copies of all contracts between
Progress Energy Service, LLC and each of Progress Energy’s affiliates. Florida Power produced
the contract between Florida Power and the service company, but objected to producing the
service company’s contracts with other affiliates. OPC claims it needs these contracts in order to
evaluate the reasonableness of the service company’s contract with Florida Power. What OPC
fails to note 1s that the form of agreements entered into between Progress Energy Service

Company, LLC and any affiliate is filed with the SEC and publicly available. Nevertheless, in



an effort to lay any concems to rest on this subject, Florida Power will produce these “cookie-

cutter” agreements between Progress Energy Service and Progress Energy’s other affiliates.

Production Request 50

OPC has also requested copies of all contracts between Progress Energy Service
Company, LLC and “each non-affiliated company for which it provides services.” Florida
Power objected to providing these irrelevant, immaterial, documents. As before, OPC claims
that it needs these contracts to evaluate the reasonableness of Florida Power’s contract with the
service company. Although Florida Power believes that such contracts would indeed be
irrelevant, it has now confirmed that Progress Energy Service has not entered into any contracts
with third parties to provide services to date. Thus, OPC’s request is moot; there are no

responsive documents.

General Qbjections

Finally, OPC again complains about Florida Power’s general objections made in response
to OPC’s instructions and definitions that OPC repeats at the beginning of each and every
production request. Here, OPC improperly asks the Commission to strike certain general
objections and “order FPC to produce the documents as requested.” Both of OPC’s requests in
this regard should be denied for a number of reasons.

First, as Florida Power made clear in response to OPC’s Second Motion to Compel, the
Florida Rules of Civil Procedure do not contemplate the striking of objections to discovery
requests. To the contrary, a motion to strike is only permitted to be directed at pleadings.

Specifically, Rule 1.140(f) states that “[a] party may move to strike or the court may strike



redundant, immaterial, impertinent, or scandalous matter from any pleading at any time.
(emphasis added) And, Rule 1.150 provides for a motion to strike a sham pleading. Rule
1.100(a) specifically and narrowly defines pleadings as follows:
(a) Pleadings. There shall be a complaint or, when so designated by a statute or
rule, a petition, and an answer to it; an answer to a counterclaim denominated as
such; an answer to a crossclaim if the answer contains a crossclaim; a third-party
complaint if a person who is not an original party 1s summoned as a third-party
defendant; and a third-party answer if a third-party complaint is served. If an

answer or third-party answer contains an affirmative defense and the opposing
party seeks to avoid it, the opposing party shall file a reply containing the

avoidance. No other pleadings shall be allowed. (emphasis added).
Thus, there is no authority for the striking of objections to discovery requests and OPC’s request
should be denied on this basis alone.

Second, Florida Power’s general objections are both necessary and appropriate to
preserve Florida Power’s rights and clarify its obligation under existing law and the rules and
orders governing discovery in this proceeding. Indeed, OPC created the need for the very
objections it complains about by setting forth lengthy instructions and definitions that are either
unnecessary (because they simply ask Florida Power to comply with discovery obligations
already imposed by law), or gbjectionable (because they purport to expand Florida Power’s
obligations). Not knowing how OPC’s instructions and definitions might be interpret.ed, Florida
Power had no choice but to frame appropriate objections. These objections are made “only to
the extent that” the instructions and definitions purport to expand Florida Power’s obligations
under applicable law and the rules governing procedure. Moreover, Florida Power’s objections
also contain direct statements that Florida Power will comply with the rules. Florida Power
should not be required to do more and OPC’s request in this regard should be denied.

Third, Florida Power’s ongoing objection to being characterized as something other than

“Florida Power” should be evaluated by the Commission on a request-by-request basis. Notably,



where OPC believes that additional affiliate information should be produced it has moved to
compel the production of those documents specifically. (See OPC’s Motion to Compel
documents subject to requests 49 and 50 above). As indicated by Florida Power, there are
certainly narrow issues in this proceeding where documents of Progress Energy Service, Florida
Progress and Progress Energy may be relevant, and in those instances Florida Power is providing
the information. However, the Commission should use caution when compelling a regulated
company, like Florida Power, to produce documents of its unregulated affiliates. Indeed the law
only permits this to occur under very narrow circumstances as discussed in Florida Power’s
response to OPC’s first motion to compel. The best way for the Commission to do so is to
evaluate the question is on a request-by-request basis.

Finally, OPC’s request that the Commission compel Florida Power to “produce
documents as requested” is inappropriate. Florida Power should only be required to comply with

the rules governing discovery in this case not OPC’s version of them as articulated in its

definitions and instructions. As such, Florida Power’s general objections should be sustained
and Florida Power should not be required to broadly “produce the documents as requested.”

Florida Power will continue to comply with the Rules of Civil Procedure.

James A. McGee Gary L. Sasso /
FLORIDA POWER CORPORATION James Michael Walls

Post Office Box 14042 Jill H. Bowman

St. Petersburg, FL 33733-4042 W. Douglas Hall
Telephone: (727) 820-5184 CARLTON FIELDS, P. A.
Facsimile: (727) 820-5519 Post Office Box 2861

St. Petersburg, FL. 33731

Telephone: (727) 821-7000

Facsimile: (727) 822-3768

Attorneys for Florida Power Corporation
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Florida Power Corporation, through its undersigned counsel, hereby gives notice of
service of its Response to Citizen's Interrogatory 1o Florida Power Corporation No. 55 and
Production Request No. 80, via U.S. Mail to all counsel of record on the attached service list this
16" day of November, 2001.

Respectfully submuitted,

James A. McGee Gary L. S-asso&,
FLORIDA POWER CORPORATION James Michacl Walls

Post Office Box 14042 Jill H. Bowman

St. Petersburg, FL 33733-4042 W. Douglas Hall
Telephone:; (727) 820-5184 CARLTON FIELDS, P. A,
Facsimile: (727) 820-5519 Post Oftice Box 2861

St. Petersburg, FI1. 33731

Telephone: (727) 821-7000

Facsimile: (727) 822-3768

Attorncys for Florida Power Corporation
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Interrogatory

55. For each affiliate, subsidiary or division of Progress Energy, where Florida Power
Corporation provides services or products to the affiliate, subsidiary, or division of
the Progress Energy, please respond to the following for the years 2000, 2001 and
the projected test year.

() Please explain how the carrying charges associated with land, buildings, and
equipment are charged by Florida Power Corporation to the affiliate, subsidiary, or
division.

FPC 15 uncertain of what OPC’s means to include in the definition of carrying charges.
However, Floridu Power charges Progress Telecom for its tower/pole attachments. These
charges arc incorporated into the annual pole rate specified in the Service Level Agreement
between the two Companies. 1t is calculated using the cost based rate determination
methodology approved by the FCC. The components being Retum & Income Taxes,
Depreciation Expense Other Taxes, Maintenance Expensc and Administrative Expensc. The

Company is also compensated for land and building use and charges Progress Telecom the

markel base annual rate specified in the Service Level Agrecement between the two Companies.

*(b) Provide the amount of carrying charges charged to the affiliate, subsidiary, of
division.
For each year that is the subject of this request the described cost are as follows:
Tower/Pole Atlachments:
2000, 2001, 2002 — annual charge is $160,000.
Land and Building Usage

2000, 2001, 2002 — annual charge is $569,000.

STPE3ISS1S.0Y
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(c) Explain how Florida Power Corperation is compensated for the use of land,
building, and equipment used by affiliates, subsidiaries, or divisions.

FPC is uncertain of what OPC’s mcans 1o include in the definition of carrying charges.
However, Florida Power is compensated by Progress Telecom for its tower/pole attachments by
charging Progress Telecom an annual pole attachment rate specified in the Service Level
Agreement between the two Companies. 1t is calculated using the cost based rate determination
methodology approved by the FCC. The componenls being Retum & Income Taxes,

Depreciation Expense, Other Taxes, Maintenance Expense and Administrative Expense.

*(d) Please statc the amount of revenue recorded on Florida Power Corporation’s bouks
and the account number and name in which the revenue is recorded,

Tower/Pole Attachments

Arnnual revenue for 2000, 2001, 2002 is $160,000 recorded in Account 45400 — Rent from
Electric Property

Land and Building Usage
Annual revenue for 2000, 2001, 2002 is $569,000 recorded in Account 45400 — Rent from

Electric Property

* responses to subparts (b) and (d) above are inlcnded to replace the responses previously served
in error.

Production Request

80.  Please provide the workpapers and source documents wsed to develop the amount of
carrying charges or allocated costs charged to any affiliate, subsidiary, division, by
Florida Power Corporation. These workpapers should include, where applicuble,
the return op investment used, the capital structure used, the return on equity used,
the cost of debt used, and the investment to which the return is applied.

Florida Power will produce documents responsive to this request.

STP#335515.01
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FLLORIDA POWER CORPORATION’S RESPONSE TO
Pursuant to § 350.0611(1), Fla. Stat. (2000), Fla, Admin. Codc R. 28-106.206, and Fla. R.
Civ. P.1.340, Florida Power Corporation ("FPC") responds to Flornida's Citizens ("Citizens"),
Third Set of Interrogatories and states as follows:
GENERAL OBJECTIONS
FPC objccts to any interrogatory that calls for information protected by the attorney-
client privilege, the work product doctrine, the accountant-client privilege, the trade secret
privilege, or any other applicablc privilege or prolection afforded by law, whether such privilege
or protection appears al the time the response is first made 1o these interrogatories or is later
determined to be applicable based on the discovery of documents, investigation or analysis. FPC
in no way intends to waive any such privilege or protection.

In certain circumstances, FPC may determine upon investigation and analysis that
information responsive to certain interrogatories to which objections arc not otherwise asserted
are confidential and proprietary and should be produced only under an appropriate
confidentiality agreement and protective order, if at all. By agreeing to provide such information
in response to such intcrrogatory, FPC is not waiving its right to Insist upon appropriate

protection of con (identiality by means of a confidentiality agreement and protective order. FPC

REC‘EK’?“_E) 6 FaO 4
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hereby asserls its right to require such pratection of any and all documents that may qualify for
protection under the Florida Rules of Civil Procedure and other applicablé statutes, rules and
legal principles.

FPC objects to these interrogatlories and any definitions and instructions that purport to
expand FPC’s obligations under applicable law.

FPC objects to these interrogatories to the extent they are intended to require any
expert/consultant retained by FPC ir} connection with this proceeding to provide a response,
except those interrogatories that are expressly permitted to be directed at an expert/consultant as
set forth in Florida Rule of Civil Procedure 1.280(b)(4). Rule 1.340 permits interrogatories to be
directed only to parties, and FPC is not obligaled to have experts/consultants respond 1o
interrogatories other than those limited interrogatories that are specifically authorized as stated
above. However, in lhe spirit of cooperation, FPC will agree at this point o have its
experts/consultants provide rcsponses to this set of interrogatories, but preserves its right to
refuse to continue to do so at any point should it so choose. FPC in no way intends to waive this
objection.

FPC objects to the interrogatorics to the extent the purport to require FPC to provide
responscs on behalf of Florida Progress Corporation, Progress Energy, Inc., Progress Energy
Service Company, LLC. FPC does not have an obligation under the rules to respond to
interrogatories on behalf of thesc companies, but FPC agrees to do so in any event to expedite
. FpC

discovery, s in this

reserves the right to decline (o respond to any interrogatories that are not pertinent to the issues

in the case,

STP#533936.01 2
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EPC also objects to these intcrrogatories to the extent they purport to require FPC to
prepare information or perform calculations not previously prepared or performed as an attempt
to expand FPC’s obligations under applicable law. FPC will comply with its obligations under
thc applicable rules of procedure.

FPC incorporates by reference all of the foregoing general objections into each of its
specific objeclions set forth below as though pleaded therein.

In addition, FPC reserves its right to count inferrogatories and their sub-parts (as
permitted under the applicable rules of procedure) in determining whether it is obligated to
respond to additional interrogatones served by any party.

PECIFI "TION
Instructions

FPC objects to the first instruction (1) to the extent it purports to expand FPC’s
obligations under applicable law. FPC will comply with its obligations under applicable rulcs of
procedure.

A S

49, (a) Please describe all nonregulated services and/or products provided by
Florida Power Corporation or subsidiaries.

FPC had no operating subsidiaries in any period under consideration in this proceeding.

Bull r Deliv ] ] 1 ons
Engineenng and design.

P( S Tower

Construct wireless personal communication systcms.

The engineering and design of wireless communications systems.

BPD Maintenance
Maintenance of bulk power delivery.

13
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15t i ‘ONS nte
Design and engineering and maintenance of transmission, substation and distribution
systems.

Inside Wire Majntenance

Is a service where Florida Power will provide repair costs up to $500 per year on selected
residential electrical wiring components. Customers will be able to pay for the service
with a low monthly charge. Repairs over the $500 limit or repairs not covered under the
program will be available at discount pricing from the contractor.

Power Quality Mass

This product line includes surge protectors and metertreaters for residential customers.

er )
This service provides for the complete turnkey design, building, operating and
maintcnance of building energy systerns. For example an cntire building would involve 2
contract to supply light, conditioned air and electricity for a flat fee. This product line 1s
in the development stage and is not currently offered to customers.

W lity Consniti
Consulting services for commercial and industrial customers such as electrical load and
usage studies, PQ equipment monitoring, assislance with inside PQ problems.

Infrared Scanning
Infrared scanning and individualized reporting for commcrcial and industrial customers.
Scanming is typically done on electrical panels as 2 preventative maintenancc measure.

Power Conditioni
Supply and installation of selected products (backup generation, UPS. constant voltage
supply systems, submetering). Backup generation for customers who cannot tolerate an
extended outage. UPS system and Constant Voltage Supply systems are for customers
who cannot stand any power abnormality. Custom submelering is the sale and
installation of mon-utility type electric melering used inside a customer’s facility to
capture energy usage,

Informn

A service where Florida Power provides detailed load and power quality data to the
customer. FPC installs the necessary equipment for data capture and forwards hardcopy
reports or posts the data to the DMR website where customers can view via the internct.

{ehting

Design and sale of decorative lighting systems.

liapce Servi

5 'P#233936.01 4
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Ropair and service of appliances, plumbing and electric. This product is in the pilot
stage.

-Syste W arketin
Brokering of power between third parties without the use of regulated generating assets.

(b) Please explain how costs are allocated or charged to the nonregulated
operations of Florida Power Corporation .

A ratio between regulaled and non-regulated O&M cost (css fuel) is developed to
dcte@inc the amount of A&G Lo be allocated. The total of O&M rcg;ilaled 1s divided by
the total of O&M non-regulated to determine the ratio. The same is then done for the
non-regulated portion.

The ratios for regulated and non-regulated above are then applied to the toal of
A&G costs from the Service Company. Florida Power above the line O&M is then
credited for the portion applicable to non-regulated busincss and the below the line non-
regulated account 471.00 is charged. Please also see the Cost Allocation Manual

previously produced.

Also see response to Citizens First Set of Requests for Production of Documents,

Question #13.

50. (a) For each ycar 2000, 2001 and the projected test year, identify all costs,
by cost pool, cost center, or sub acconnt, allocated to Florida Power
Corporation by each separate affiliate, subsidiary, or division of Progress
Energy. For each cost pool, cost center, or sub account state the allocation
method used to allocate the cost, For each cost pool, cost center or sub
account, provide the numerator and denominator of the cost allocation factor
used to allocate the cost to Florida Power Corporation and each affiliate
subsidiary or division of Progress Energy. For each cost pool, cost center or
sub account, identifv the FERC account and pame it is associated with. For
each cost pool, cost center or sub account, provide the total dollars to be

STP#531936.01 5
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allocated and the amounts allocated to each affiliate, subsidiary, or division
of Progress Energy.

FPC objects to this interrogatory subpart as compound and reserves its night 1o
count this interrogatory subpart as five (5) separate interrogatories for the purposes of
determining its obligation to continue to provide responses under the order governing
procedure in this case. |

FPC directs Citizens to its response to Citizen’s Second Set of Interrogatorics
Question 48 for a summary of Progress Energy Service Company costs charged to
Florida Power Corporation for 2001 and the projected test year. There were no charges

from Progress Energy Service Company to Florida Power in 2000 — refer to MFR C-60.

See the attached worksheets for charges from Carolina Power & Light to Florida
Power Corporation for 2001 and the projectcd year. There were no charges from

Carolina Power & Light to Florida Power Corporation in 2000 — refer to MFR C-60

Electric Fuels Corporation charges Florida Power Corporation for coal purchases.
Refer to MFR C-60 for information for 2000 and 2002. The budgeted coal purchases

from Electric Fuels Corporation in 2001 are $277.9M.

Ttwd Sel 50a CPEL
chgs to FPC .

(b) Provide information analogous to that provided in response to (a), for
each affiliate, subsidiary, or division of Progress Energy that is allocated
costs from Florida Power Corporation.

STPU533936.0] 6
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FPC objects to this interrogalory subpart as compound and reserves its right to
count this interrogatory subpart as five (5) separate interrogatories for purposes of
determining its obligation to continue to provide responses under the order governing
procedure in this case.

Florida Power Corporation had no subsidiaries or divisions in any period under
consideration in this proceeding. Refer to the aﬂachcd‘U‘cility Service Agreement
between Florida Power Corporation and Progress Energy Service Company dated
January 1, 2001 and to MFR C-60 for a summary of costs, allocation methods and
services provided to affiliates. Refer to MFR C-60 for amounts charged to affiliates for

2000 and the projected test year and to the attached schedule for 2001 amounts.

Thire Sa? 500 xi5

(c) Please describe all services and products provided by Florida Power
Corporation to each of its affiliates, subsidiaries and divisions.

Florida Power Corporation had no subsidiaries or divisions in any pertod under
consideration in this procceding. Refer to the attached Utility Service Agreement
between Florida Power Corporation and Progress Energy Service Company dated
January 1, 2001, and MFR C-60 for a summary of services and products provided 1o

affiliates.

(d) Tdentify any costs provided in the response to (a) that arc recorded
below the Lline by Florida Power Corporation.

S1P#333936.01 7
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Refer to the FERC account assigrunent provided in responsc o (a) to determine

costs recorded below the line,

(e) 1dentify any costs provided in the response to (a) that are recorded
below the line on the books of Fiorida Power Corporation.

Refer to the FERC accoun! assignment provided in response to {a) to determine

costs recorded to non-regulated operations.

(M For cach cost pool, cost center, or sub account identificd in (a), please
indicate the amount charged to Florida Power Corporation’s nonregulated
operations.

Refer to the FERC account assignment provided in response 1o (a) to determine

costs recorded to non-regulated operations.

(2) Please providc the information requested in (a) and (b) in clectronic
form.

FPC will provide electronic copies 1o the extent they are available as a courtesy.
51. Please provide a summary description of the services and producis sold by each

affiliate, snbsidiary and division of Progress Energy.

FPC objects to this interrogatory to the extent it includes affiliates, subsidiaries, or
divisions of Progress Energy, Inc. other than FPC. Without waiving this objection, FPC refers
Citizens to Progress Energy’s public internet Web site. As for Florida Power Corporation, il is

an electric utilily. Tts products and services include the sale of electricity, wheeling and

STP#523936.01 8
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transmission services, rental pole altachments and streetlights, sale of flyash, and remittance
processing scrvices to third parties.
See also, FPC’s response o Citizens First Set of Requests for Production of Documents

Question #13 for a surnmary of products and services provided by Progress Energy.

52. Please provide a summary description of the services and products sold by each
subsidiary and division of Florida Power Corporation.

FPC had no operating subsidiaries or divisions in any period under consideration 1n this
proceeding. For products and services sold by Florida Power Corporation refer to Citizens Third

Set of Interrogatories to FPC Question #51.

53. For each year 2000, 2001 and the projected test year, identify all costs, by cost pool,
cost center, or sub account, directly charged to Florida Power Corporation by each
separate affiliate, subsidiary, or division of Progress Energy. For each cost pool,
cost center, or sub account state the direct charge method used for each cost. For
each cost pool, cost center or sub account, identify the FERC account and name it is
associated with.

FPC objects to interrogatory 53 as compound and reserves its right to count this
interrogatory as three (3) separate interrogatories for the purposes of determining its obligation to
continue to provide responses under the order governing procedure in this case. Without
waiving this objection, FPC states that Florida Power Corporation does not track direct and
allocated cosls separately unless they are 100% assignable. Refer to Citizens Third Set of

Interrogalories to FPC Question #50 for a summary of all costs charged to Flonda Powcr by

Progress Energy.

STP#533936.0) 9
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54. (a)  Please explain how the carrying charges associated with Progress
Energy’s corporate land, buildings, and equipment and/or any affiliate,
subsidiary, or division of Progress Energy which does business with Florida
Power Corporation are allocated to the Florida Power Corporation’s
operations.

FPC 1s uncertain of what OPC’s means to include in the defipition ol carrying
charges. However, the types of charges FPC incurs from Progress Bnergy are direct
costs, indirect costs, depreciation, and interest. Progress Tclecom Corporation charges
Florida Power Corporation an equity return on net assets calculated assuming a 55%

equity ratio and a 12% return. Electric Fuels charges Flornida Power a 12% return for

railroad equipment which is recovered through the fuel clause.

(b) Provide for the years 2000, 2001 and the projected test year the
amount of carrying charges charged to the Florida Power Corporation by
any affiliate, subsidiary, or division.

FPC is uncertain of what OPC’s means to include in the definition of camrying charges.
However, there were no amounts included in any period under consideration for interest charges
from Progress Energy. Florida Power Corporation is currently incurring these costs and will
continue to incur these costs in the future, but there were no amounts included in the 2001 budget
or the 2002 test year due to an oversight. The amount of charges allocaled from Progress
Telecom to Florida Power Corporation in December 2000 was $916,933. There were no charges

from Progress Telecom to Florida Power Corporation in the 2001 budget or the 2002 Lest year

because they now come through the Service Company.

S 1PA533936.01 10
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{c) Please provide the account pame and account number where the
carrying charged depicted in (b) are contained.

FPC 1s uncertain of what OPC’s means to include in the definition of carrying charges.
However, the amount charged to Florida Power Corporation by Progress Telecom in December
2000 would have been charged to the Information Technology Clearing account (FERC 184.20)
and would then have been distributed across the functional FERC accounts via the 1T charge-

back mechanism.

h
I

For each affiliate, subsidiary or division of Progress Energy, where Florida Power
Corporation provides services or products to the affiliate, subsidiary, or division of
the Progress Energy, please respond to the following for the years 2000, 2001 and
the projected test year.

(a) Please explain how the carrying charges associated with land, buildings, and
equipment are charged by Florida Power Corporation te the affiliate,
subsidiary, or division.

FPC is seeking an extension of time to respond to this inlerrogatory.

(b) Provide the amount of carrying charges charged to the affiliate, snbsidiary,
of division.

FPC is unccrtain of what OPC’s means to include in the defimtion of carrying charges.
However, the above described charge to Progress Telecom is not separately identified on

billings.

S1P#933936,01 11
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(c) Explain how Florida Power Corporation is compensated for the use of land,
building, and equipment used by affiliates, subsidiaries, or divisions.

FPC is seeking an extension of time to respond to this interrogatory.

{d)  Please state the amount of revenue recorded on Florida Power Corparation’s
books and the account pumber and name in which the revenue is recorded.

The amount of revenue from Progress Telecom recorded on Florida Power Corporation’s

books and the account numbers and account names are as follows:

2000 Account 454 - Fiber/Cable Attaclunent Fees $0.8M
Account 454 — Attachment Fees 1.1M

2001 Account 454 - Fiber/Cable Attachment Fees 0.8M
Account 454 - Attachment Fees I.2M

2002 Account 454 - Fiber/Cable Attachment Fees 0.8M
Account 454 - -Attachment Fees 1.4M

56.  Please provide an income statement and balance sheet for each Tier 1 subsidiary of
the Progress Energy for the year 2000 and for the nine month pcriod coded
September 30, 20601,

FPC objects o this interrogatory to the extent it includes affiliates, subsidiaries, or
divisions of Progress Encrgy, Inc. other than FPC. Without waiving this objection, FPC refers
Citizens to the SEC’s public internet Web site. The 2000 financial statements are available now
and the financial statements for the nine-month period ended September 30, 2001 will be filed

wilh the and available through the SEC by November 15, 2001. Florida Power and the legal

entity Florida Progress continue to file financial statecments with the SEC, along with Progress

STP#533536.01 12
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Energy, Inc. and Carolina Power & Light, because they all still have outstanding publicly-traded

securilies.

FLORIDA POWER CORPORATION

?'gﬁture —

STATE OF FLoR1bA4
COUNTY OF Q.ﬁ;g; LAS

BEFORE ME, the undersipned authority, duly authorized to administer oaths, personally
appeared MAPY A M%EQ‘S (to mne well known) (who has produced
as identification), on behalf of Florida Power Comoration, as its\icE Peegmgpq FauA ggnd

who, afler first being duly swom, deposes and says that he/she executed the above and foregoing.

SWORN TO and subscribed before me this| 2 kday of NovEriBEE | 2001.

(Signature) :

ANME M . SHELDSK
(Printed Name) .
NOTARY PUBLIC, STATE OF FLogbA

APR 1. /2. Rop 2
(Commisston Expiration Date)

Sert S Annc M. Sheloski
(Serial Number, If Aqﬁ?ﬂ 2% MY COMMISSION # CCT5907 EXPIRES
; 3 Aprit 12, 2002
BONDED THRU TROY FAIN IBURAMCE, INC.

As to the abjections:

Jumes A, MoGee Gary L. Sasso 7
FLORIDA POWER CORPORATION James Michael Walls

Post Office Box 14042 CARLTON FIELDS

St. Potersburg., FL 33733-4042 Post Office Box 2861
Telephone: (727) 820-5184 St. Petersburg, FLL 33731
Facsimile: (727) 820-5519 Telephone: (727) 821-7000

Facsimile: (727) 822-3768
Attorneys [or Florida Powcr Corparation

S1PRS33936.01 13



SENT BY: 11-28- 1 ; 1:34PM ; CARLTON FIELDS- 850 681 1079:#19
SENT BY: 11-13- 1 1 4:49PM ; CARLTON FIELDS~ 850 681 1079:% 4/12

UTILITY SERVICE AGREEMENT
SERVICE AGREEMENT

This Service Agrewmenl is made and entersd into this 1% day of January, 2001, by and
between Progress Energy Scrvice Company (“Client Company”) and Flotida Powsr Corporation
(“Utality Company™).

WITNESSETH

WHERTEAS, tho Sceurities and Exchange Commission (“SEC™), pursuunt to Section 13(b) of
the Public Utility Holding Company Act of 1935 (“Act”) has anthorized Utility Company t6 provide
certiin services o its associate companies within the Progress Energy, Inc. (“Progress Energy™)
system;.and - ’

WHEREAS, Client Company is an associate company within the Propress En;:rgy system;
and

WHEREAS, Utility Company and Client Cornpany have entered into this Scrvice Agreement
whereby Utility Company agrees to provide and Chent Company agrees to accept and pay for various
services as provided herein at cost, with cost determined in accordance with applicable rules and
regulations under the Act, which require Utility Company to fairly and equitably allocate costs among
all associate companies to which it renders services (collectively, the “Client Companies™), including
Client Company,

NOW THEREFORE, in consideration of lhe promises and the mutual agreements herein
contained, the partics to this Service Agreement covenant and agree as follows:

ARTICLE I - SERVICES

Section 1.1 Utility Company shall furnish lo Client Company, s rcquesied by Client
Corapany, upon the terms and counditions hereinafter set forth, such of the services describad in
Appendix A hereto, at such times, for such periods and in such mawer as Client Company may from
time to time request and that Utility Company concludes it is able to perfonm, Utility Company shall
also provide Clicat Company with such special services, in addition to ‘those scrvices described in
Appendix A hereto, as may be requested by Client Compary and that Uttlity Company concludes it is
able w perform. In supplying such services, Utility Company may arrange, where it dcems
appropriate, for the services of such experls, consultaets, advisers, and other persons with necassury
qualifications as arc required for or pertinent to the provision of
such services.

INTERROGATORY
50(bY and (¢
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Scetion 1.2 Cliont Company shall take from Utility Company such of the services deseribed
in Section 1.1, and such additional general or special services, whether or not now contermplated, as
are requested from time to time by Client Company and that Utitity Company concludes it is able to
perform.

Section 1.3 The cost of the services described hersin or contemplated to be performed
hereunder shall be directly assigned, distributed or allocated by activity, project, program, work order
or other appropriate basis. Client Company shall have the right from time to time to amend or alter
any acivity, project, program or work order provided thar (i) any such amendment or alteration that
results In a material chango in the scope of the services to be performed or equipment to be provided
is agreed to by Utility Company, (if) the cost for the serviees covered by the activity, project, program
or work order shall include any expense incurred by Utility Compuny as a direct result of such
amendment or alteration of the activity, project, program or work ordet, and (iif) no amendment or
alteration of an activity, project, program ot work order shall release Client Company from lability
for all costs already incurred by or contracted for by Utility Cornpany pursuant to the activity, project,
program or work order, regardless of whether the acrvices associated with such costs have heen
completed.

Section 1.4 Utility Company shall use its best cfforts to maintain a staff trained and
experienced in the services described tn Appendix A.

ARTICLE IT - COMPENSATION

Section 2,1 As compensation for the services to be rendered hereunder, Client Company shall
pay to Ulidity Company all costs, which reasotably can be identified and related to particnlar services
perfurmed by Utility Company for or an its behalf. The methods for assigning or allocating Utility
Company costs to Client Company, as well as to ather associate companies, are set forth in Appendix
A

Section 2.2 It is the intent of this Scrvice Apreement that charges for services shall be
distributed among Client Companices, to the extent reasonably possible, based upon direct acsignment.
The awmounts remaining after direct assignment shall be allocaied, to the extent rcasonably possible,
among the Client Companies using the roethods identified in Appendix A. The method of assignment
or allocation of cost shall be subject t6 review annually, or more frequently if appropriate. Such
method of assignmment or allocution of costs may be modified or changed by the Utility Company
without the necessity of an amendment to this Service Agresment; provided that, in each instance, ali
services rendered hercunder shall be at actual cost thereof, fairly and equitably assigned or allocated,
all in accordance with the requiremonts of the Act and any orders promulgated thereunder. The
Utility Cotnpuny shall review with the Clicnt Company any proposed material chunge in the method
of assignmont or allocation of costs hercunder und the parties must agree 1o any such chapges before
they arz iraplemcnted. In addition, no such agreed upon material changs shall be made unless and
until the Utility Company shall have first given written notice to the North Carolina Utklities
Commission, the Public Service Commission of South Carolina, and ths Florida Public Service
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Commission (collectively, the “State Commissions™) and the SEC not {ess than 60 days prior to the
proposed sffective date thersof,

Section 2.3 Utility Company shall render a monthly report 1o Chent Company that shall
reflect the information necessary to identify the costs charged for that mouth, Client Company shall
Temit to Utility Company all charges billed (o it within 30 days of receipt of the monthly report,

Section 2.4 It is the intent of this Service Agreemen! that the payment for services rendered
by Ulity Company to Clicat Company under this Service Agro=ment shall cover all the costs of iis
doing business inclnding, but pot limited to, salaries and wages, office supplios and expenses, ontside
services omployed, property insurance, ijuries and damages, employee pensions and benefits,
miscellaneous general expenscs, rents, maintenance of structures and equipment, depreciation and
amortization, and compensalion for use of capital as peemitted by Rule 91 of the SEC's regulations
under the Act.

Section 2.5 North and South Carolina Utility Companies may not incur a charge under this
Service Agreement vxcwpt in accordance with North and South Carolina law and the rules,
regulations and orders of the North Carolina Ulilities Cormmission ("NCUC™) and South Carolina
Public Servics Commission (“SCPSC™) promulpated thereunder, and roay not seek to reflect in rates:
any cost incurred under this Service Agreement cxceeding the amount allowed by the NCUC or
SCPSC; or any revenue level eamed under this Service Agreement less than the amount imputed by
the NCUC or SCPSC.

Section 2.6 Florida Utility Companies may not incur a chargs under this Service Agrecment
except in accordance with Florids law and thc rules, regulations and orders of the Florida Public
Service Commission (“FPSC”) promulgated thereunder, and may not seek 1o reflect in rates; any cost
incurred under this Service Agreement excecding the amount allowed by the FPSC; or any revenue
level carned under this Service Agreement loss than the amount tmputed by the FPSC. '

ARTICLE IO - TERM

Section 3.1 This Service Agrectnent shall become elfective as of the date first written above,
subjeot only to the receipt of any required regulaiory approvals from the State Commissions and the
SEC, and shall continue in forec unti] terminated by Utility Company or Client Company, upon not
less than ome year's prior written notice to the other party. This Service Agreement shall also be
subject 10 termination or modification at any time, without notice, if and to the extent performance
under this Scrvice Agrecment may conflict with the Act or with any rule, regulation or order of the

SEC adapted before or after the date of this Service Agreement.

ARTICLE IV ~- MISCELLANEOUS

Scctien 4.1 All aceounls and records of Utility Company shall be kept in accordance with the
general rules and regulations promulgated by the Federal Energy Regulatory Commission.

Section 4.2 New direct or indirect subsidiznies of Progress Energy, which may corae into
existence after the offective date of this Service Agreement, may become additional client companies
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of Utility Company and subject to o service agreement with Utility Company. The parties herzto
shall male such changes in the scope and character of the services to be rendered and the method of
assignhing, distributing or allocating costs of such services us specified in Appendix A, subject to the
requirements of Section 2.2, as may become necossary to achisve a fair amd squitable assignment,
distribution, or allocation of Utility Company costs among all associate corepunies including the new

subsidiaries.
Section 4.3 Utility Company shall permit Clieat Company access to its accounts and Tecords
including the basis and computation of aliocations.

Section 4.4 Utility Company and cach Clicnt Company shall comply with the terms and
canditions of all applicable contracts manzged by the Utility Company for such Client Companies,
meluding without limitation terms and conditions preserving the coufidentiality and security of
proprictary information of vendors,

IN WITNESS WHEREOF, the parties hereto have caused this Service Agreement to be
executed as of the date and year first above wr tten,

FLORIDA POWER CORPORATION

BY:
Name: H. William Habermeyer, Iz,
Title: President and Chief Executive Off

PROGRESS ENERGY SERVICE COMPAN Y, LLC

v b O RELDL

Name: Robert B. McGehee
Title: President and Chief Executive Officer




SENT BY:
SENT BY:

11-28- 1 ; 1:35PM ; CARLTON FIELDS- 850 681 1079:#23
11-13- 1 ; 4:51PM CARLTON FIELDS- 850 881 1079:# 8/12

Appendix A

DESCRIPTION OF SERVICES TO BE PROVIDED BY UTILITY COMPANY AND
DETERMINATION OF CHARGES FOR SUCH SERVICES TO THE
CLIENT COMPANIES

to
Service Agrecment, dated January 1, 2001

ARTICLE L

DETERMINATION AND DISTRIBUTION OF CQSTS

All disbursements and expenscs of the Utility Company for services performed for the Client
Cotapanies will be billed 1o such Client Compeanies. The Utility Company will muintain 2 work
order (“projeet™) system for accumulating all costs on an activity, product, project or funclional
basis, as appropriate. All employees, including officers, of the Utility Company shall keep time
records which permit ready ideatification of hours warked, account numbers charged and project
numbers charged, within reasouable cost benefit standards. Each product and/or project will
specify the Client Company to be charged and, where mote than one Client Compangy is to be
charged, the method of allocation of such charges. A description of the services provided is
detailed below. Identifiable costs will be directly assigned to Client Campanies, where
appropriate. Costs may include, where allowable, 2 retatn on capital, For costs which are for
services of a general pature that eanqot be directly assigned, the methad of allucztion is
described below for each sorvice provided.
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ARTICLE 11
EEY TONS

Direet and Indirect Costs — Services cap entail incurting both direct and indirect costs,

* Direct: Direcl costs can be specifically identified with providing a particular scrvice or
product to a Client Company. Employce laber charged directly to Client Companies will be
burdened with payroll tax, benefit and exceptional hours overbead costs. BExceptional hours
cosls mclude hours spent on non-work related activities such as: vacation, holday, sick, other
hours excused, hours off without pay and occupational accident howrs. Labor burdens on
dircct labor costs will be clessified as direct costs. Direct costs will be churged whenever
possible.  For example, labor charges for a Utility Company employee to perform
construction services for a Chent Corpany will be classified as a direct cost.

* Indirect: Indirect costs cannot be speeifically identificd with providing & particular service
or preduct to a Client Company. Employee labor allocated to Client Companies will be
burdened with payroll tax, benefit and exceptional hours overhead costs. Labor burdens on
indireot labor costs will be classified us indiract costs. Indirect costs will be allocated using a
fair and ressonable percentage basis. For example, labor charges for a Utility Cotmpany
cmployee to perform nuclear gencration benchmarking services for Clisnt Companies will he
allocated based on maximum dependable capacity (sec definition at Article TIT) and classified
as an indirect cost.
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ARTICLE I11

THER ALLOCATION ME

RATTOS, BURDENS AND

The followng ratios and other allocation metrics shall be applicd, as specified in Article IV, to
allocate costs accumulated on fimctional work orders for services of a general nature.

Beuefits Burden
A ratio, the gumerator of which is the employae benefits expenses of each Client Company and
the denominator of which is the raw labor dollars of each Client Company. Each Client
Company will have its own benefils burden pool of dollars to he distributed to that Client
sompany’s labor dollars, so this burden rate could vary by Client Company. These burden pools
will be analyzed quarterly, based on yeur-end projccted figures as of March 31, June 30,
September 30 and December 31, to deterntine if (1) the burden rates should be revised or if (2)
an adjusting entry shonld be made to ensure that the pool clears out completely by year end.

Direct Cost Ratio

A ratio, (i) the numerator of which iy the cost of materiels, supplies or other relevant direct cost
incurred by the provider entity’s functional area, clm:ctly related to providing a particular service,
and (i) the denominator of which is the total cost of materials, supplies or other relevant direct
cost incurred by that functional area directly related to providing that service to all Chent
Comopanies. This matio will be revised monthly, or if not available on a monthly basis, based
upon prior year 4ctual experience.

Labor Hour Ratio

A ratio, (i) the numerator of which is the cost of labor (in hours) incurred by the provider entity’s
functional area, directly related to providing a particilar sarvice, and (i) the denominator of
which is the total cost of labor (in hours) incurred by that functional area directly related to
providing that service ta all Client Companies. This ratio will be revised monthly, or if not
available on a2 monthly basis, based upon prior year actual experience.

Payroll Headcount Ratio

A ratio, the numerator of which is the number of regular, full-ttme active employeses of a Client
Company [or whom paychecks are provessed by the Utility Company, and the denominator of

which is total number of regulur, full-tirns active cmployees of all Client Companies for whora
paychecks are processed. This ratio will be revised annually at December 31.
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ARTICLE 1V

RESCRIPTION OF SERVICES PROVIDED

A geaeral description of each Utlity Company department’s services, which may be modified
from tune to time by the Utility Company without notice, and method or metheds of allocation to
be used by the department for costs accumulated on work orders of a4 general pature, is
docurnented below, No substitution or material change will be made in methods of allocation

ereinafier specified unless a new method of allocation has been approved by the Securities and
Exchange Commission (“SEC™). Notce of any chuange in the methods of allocation applicable to
a work arder shall be given to the Client Companies affected.

1. I[nformation Techuology

2 Information Technology Services
(1} Description — Provide telecom support, applicaticns programming and analysis and
staff I'T help desk -
(2) Method of Allocution - Direct Cost

2. Florida Support Services

a. Legal Services
(1) Deseription — Provide legal services and support in certain matters related to company
operations and relations for consolidated or Service Corupany.
2) Method of Allocation — Direct Cost/Labor Hour Ratio

b. Claimsg
(1) Deseription — Provides investigation and setllement support und payment of general

liability and motor vehicle accidents and coordinate the collection of monies owed for
damage 1o facilities and equipment as a result of third party negligence.
(2) Method of Allocation — Divect Cost/Labar Hour Ratio

e, Intermal Audit
(1) Description — Provide an independent and objective appraisal of the adequacy of
business controls and effectiveness and efficiency of company operations.
(2) Mecthod of Allocation -- Direct Cost/Labor Hour Ratio

d. Insurance
(1) Description — Property, liability and fiduciary insurance premiums.
(2) Method of Allocation — Direct Cost/Tabor Hour Ratio

e. Tax Administration
(1) Description ~ Conduct tax planning und prepare retutns
(2) Method of Allocation — Direct Cost/Labor Hour Ratio

f Financial and Insnrance Risk Managoment
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(1) Description - Independently measure and report corpurate risk exposures und provide
risk manugernent traiing, tools, controls and strategies; manage the corporate
insurancc program

(2) Method of Allocation — Direct Cost/l.abor Hour Ratio

g. Cash Management
(1) Description - Manage the efficient movement of company funds through the banking

systern and sccures short-term debt financing and/or investments.
(2) Method of Allocation — Direct Cost/Labor Hour Ratio

h. Executive Benefits Management
(1) Description — Admimster health, welfare, qualified plans & exccutive benefits.
(2) Method of Allocation ~ Direct Cusl/Labor Hour Raiio

i. Payroll
(1) Description — Conduct time entry, maintaia payroll system, run payroll, produce
payroli-related reports and process employee expense reports.
2) Method ol Allocution — Direct Cost/Payroll Headeount Ratio
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